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GP LSE PEED 


Here at last is an accounting machine so swift, so 
efficient, so simple to operate, that it brings bigger savings 
to every job—does all jobs with unerring accuracy! 


The Sensimatic’s amazing effort-free speed comes from its 
exclusive sensing panel or “mechanical brain” that automatically 
directs it through every accounting operation. Its superior 
design makes the operator’s work easy. There is less 

to do—less to learn. Automatic controls, continuous visibility 
of work in progress, and complete keyboard control, 

reduce operations and chance of error—provide 

peak production on every accounting job. 


Get the facts today about Sensimatic’s astonishing 
record of low-cost, high-speed operation! Call 
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the Burroughs office nearest you. It’s listed in the 
yellow pages of your telephone book. Burroughs Adding 
Machine of Canada, Limited, Windsor, Ontario. 


CHANGE JOBS 
INSTANTLY ...ata 
turn of the job selector 
knob. Any four differ- 
ent accounting oper- 
ations controlled by 
one sensing panel. Any 
number of panels can 
be used, so there’s no 
limit to the jobs a 
Sensimatic will do. 


WHEREVER THERE'S BUSINESS THERE'S | Burroughs 
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Take the daze out of paydays with MeBoe Payroll Poster 


With new deductions cropping up all the 
time, getting out the payroll has become a 
head-spinning business . . . and often an in- 
terminably slow job. 

Your simplest—and by far your most 
economical—way to get the job done fast 
is with the McBee Payroll Poster. 

Whether you have 30 employees or 3,000, 
the Payroll Poster gives you a complete rec- 
ord for each employee—from check to 
journal to the individual employee’s record 


card—all in a single writing. 

By telescoping three steps into one, the 
Payroll Poster saves time and reduces the 
possibilities of error. You don’t need spe- 
cially trained operators. Checks and forms 
are custom-fitted to your requirements. 

The McBee man near you can give you 
a simple demonstration of the system so 
many firms in every kind of business are us- 
ing to speed today’s complex payroll work. 
Ask him to drop in. Or write us. 


McBee Payroll Poster reels off payrolls for companies like: 
General Electric Company * Certain-teed Products Corporation * The Sherwin-Williams 


Company 


* Kaiser Aluminum & Chemical Corporation 


*% Stokely-Van Camp, Inc., 


THE McBEE COMPANY, LIMITED 


Sole Manufacturer of Keysort—The Marginally Punched Card. 
11 Bermondsey Road, Toronto 13, Ontario. 


Offices in principal cities 
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Operator using low-priced National Desk Model Bookkeeping Machine in office of Automotive Supply Company 


“Over 100 Accounts Receivable 
Sent Out Before 2nd of Each Month 


with no Overtime’ 


“Our low-priced National Desk Model Bookkeeping Machine suits our needs perfectly" 
writes Mr. C. R. Brown, partner, The Automotive Supply Co., 277 Davenport Road, Toronto 


“We should have purchased our Na- 
tional at least six years ago. Until we 
bought one recently, we did not realize 
how easy it would be to get our billing 
out neatly and quickly. 


“With this National, we get over 100 
Accounts Receivable to our customers 
by the 2nd day of each month, without 
any overtime . . . We are able to bal- 
ance our daily postings. This means 
we have no ‘after-the-end-of-the-month’ 


balancing to do. And our customers 


Natori 
CASH REGISTERS - ADDING MACHINES 
ACCOUNTING MACHINES 


appreciate the neat machine-printed 


statements. 


“Our National Desk Model Bookkeep- 
ing Machine does not require a special- 
ly trained operator and, with a simple 
adjustment, it can be used as an electric 
adding machine at any time.” 


NATIONAL CASH REGISTER CO. OF CANADA LTD. 
222 LANSDOWNE AVENUE TORONTO, ONTARIO 


(] Please send me a copy of your FREE 
booklets ‘“‘How to Save Money on Your 
Bookkeeping.” 

(] Please have your nearest National 
salesman call and demonstrate the 
machine. 
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ENQUIRY: EM. 4-6481 
TORONTO ‘PHONE ORDER: EM. 4-8311 
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OFFICE SUPPLIES: Bound & Loose 
Leaf Sight-Preserving | Accounting 
Forms, Ring Book Sheets & Covers, 
Stock Business Forms, Office Sundries, 
Typists' Supplies. 


PRINTING: Photo- 
Lithography, Ruling, Embossing, book- 
Manufacturing. 


Letterpress & 


binding, Stationery 


General & 


Posture 


BUSINESS FURNITURE: 
Office 
Filing Supplies, Card 


Private Furniture, 
Chairs, 
Steel Office Equipment, 


ted Files, Visible 


Index, 
Fire-Protec- 
Record Systems. 


(F;RAND & TOY iimires 


6-14 Wellington Street West 
332 Bay St. 115 Yonge St. 
TORONTO 1, CANADA 


EXCELLENT 
PROFESSIONAL OPPORTUNITY 


For young recently graduated C.A. 
All replies confidential. Apply to Mc- 
Intosh, McVicar & Dinsley, Chartered 
Accountants, 514 Standard Bldg., Van- 
couver, B.C. 


CHARTERED ACCOUNTANT 


Recent graduate required by Toronto 
office of national firm of chartered ac- 
countants. Give particulars of age, 
training, and experience to Box 330, 
The Canadian Chartered Accountant, 
10 Adelaide St. E., Toronto, or tele- 
phone EMpire 4-5437 for interview. 


CHARTERED 
ACCOUNTANT WANTED 


As assistant comptroller for a large op- 
erating company located in Toronto. 
Box 332, The Canadian Chartered Ac- 
countant, 10 Adelaide St. E., Toronto, 
Ont. 


SWEETNESS 
and 
LIGHT 


By Jay Vee 


Pressing On Regardless 


A CURIOUS anomaly in people's 

espeaking manners is that those 
who are generally blunt and forthright 
in private conversation will go to no 
end of trouble to be diplomatic when 
talking to a small group, but by the 
same token those whose way of ad- 
dressing an ordinary group almost 
reeks of savoir faire will stand up be- 
fore a large gathering of several hun- 
dred people and glibly, even gleefully, 
point to some mistake which the poor 
embarrassed chairman has made in ar- 
ranging the program. 


These thoughts were renewed the 
other day as we read the record of pro- 
ceedings at the annual banquet of one 
of Canada’s largest professional asso- 
ciations. The chairman called on a 
man eminent in Canadian public af- 
fairs to thank the guest speaker, but 
before the thanker offered any expres- 
sions of gratitude, he treated all pres- 
ent to a declaration that he had no 
idea he was to have such a pleasure 
until he happened to read it in the 
banquet program that very afternoon, 
therefore he was at a loss for words, 
but he would perform to the best of 
his ability, etc., etc. 

Some time ago we attended a ban- 
quet at which a toast to the University 
of Toronto having been graciously 
proposed, the toastmaster called on a 
prominent speaker to make the re- 
sponse, whereupon the latter glared 
with consternation and prefaced his 
words by stating it was his impression 
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that he was to have proposed the toast. 
Why he bothered to mention the faux 
pas was somewhat of a mystery—re- 
sponses are frequently just a rehash of 
the vague platitudes in proposals any- 
way. 

A guest lecturer too will often con- 
his audience by rewording the 
of his address. Advance notices 
may state that he will talk on “The 
Use of the Daily Newspaper in the 
Modern Home’, but he will claim to 
be unqualified to speak about this field 
because he has specialized on “The 
Daily Newspaper as a Means of Scien- 
tific Garbage Disposal’. 


fuse 
title 


This is really playing both ends 
against the middle. If the listeners 
don’t enjoy what they hear, the impli- 
cation is well planted that the chair- 
man is at least partly to blame. If on 
the other hand the speaker carries it 
off notwithstanding, he feels he can 
say with Little Jack Horner: “Look, 
what a good boy am I!” 


The only function that still seems to 
be immune to this deplorable tendency 
is a wedding. We have always had a 
demonish desire to wait until all the 
wedding guests were assembled, the 
clergyman waiting at the front, the 
groom and best man approaching with 
a gait of measured dignity, and then 
to send a substitute bride up the aisle 
before the intended had a chance to 
get her train in place. Would the 
ceremony break into an uproar? Or 
would the groom merely wince slight- 
ly and force his features to take on an 
expression of pious resignation and 
Christian fortitude as he announced: 
“IT was not made aware that there were 
any last minute changes in the plans 
and therefore find myself somewhat at 
a loss for words. However, if I might 
crave your indulgence under the cir- 
cumstances, I will be glad to carry on 
as best I can. I am only glad that the 
words of the wedding ceremony are 
standard!” 
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UNIVERSITY INSTRUCTOR 


Applications are requested from chart- 
ered accountants with a university de- 
gree for instructor in accounting at the 
School of Commerce, University of 
British Columbia. Duties will be 
teaching accounting and allied sub- 
jects starting July 1, 1953 or later date 
to be arranged. Please submit full de- 
tails concerning qualifications and per- 
sonal data to the Director, School of 
Commerce, University of British Col- 
umbia, Vancouver 8, B.C. 


CHARTERED ACCOUNTANTS' 

OFFICE 
We have openings for young gradu- 
ates and students who have written 
their final examinations. Splendid op- 
portunity for advancement. Perlmutter, 
Orenstein & Co., 220 Bay St., Toronto, 
Ont. 


POSITION WANTED 


Bachelor of Commerce with several 
years auditing experience requires posi- 
tion. Salary $4,000. Box 329, The 
Canadian Chartered Accountant, 10 
Adelaide St. E., Toronto, Ont. 


Bulletin No. 9 


The Use of the Term 


“Reserve” and Accounting 


for Reserves 
Available in English and French 


15 cents 


10 Adelaide St. East, Toronto, Ont. 
The Canadian Institute of 


Chartered Accountants 
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STAPELLS, SEWELL, STAPELLS and BRUCE 


Barristers and Solicitors 









112 Yonge Street - - - - Toronto 1, Ont. 


ROSS & ROBINSON 






Barristers and Solicitors 








Canadian Bank of Commerce Chambers Hamilton, Ont. 





PITBLADO, HOSKIN, GRUNDY, BENNEST & DRUMMOND-HAY. 
PITBLADO, HOSKIN, McEWEN, ALSAKER, HUNTER & SWEATMAN 
Barristers and Solicitors 
Hamilton Building, 395 Main Street 








Winnipeg, Man. 









CAMPNEY, OWEN, MURPHY & OWEN 






Barristers & Solicitors 





744 Hastings Street West - - - Vancouver 1, B.C. 
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BORDEN, ELLIOT, KELLEY, PALMER & SANKEY 
Barristers and Solicitors 


25 King Street West - - - - Toronto 1, Ont. 


DIGNAN & MORTON 
Barristers and Solicitors 


Bloor Street & St. Clarens Avenue Toronto 4, Ont. 


H. MEYER GOODMAN & WOLFE D. GOODMAN 
Barristers and Solicitors 


88 Richmond Street West Toronto 1, Ont. 


McLAUGHLIN, MACAULAY, MAY & SOWARD 
Barristers and Solicitors 


302 Bay Street Toronto 1, Ont. 


WELCOME 10 THE EMIPRESS 


VICTORIA, B.C. 


Relax amidst the restful 

beauty of Canada’s Ever- 

green Playground. Enjoy 

world famous Canadian 
Pacific hospitality and service at 7 
The Empress . . . from fine accom- “$ 
modation and superb cuisine to golf 
in balmy ocean breezes, swimming in the warmed Crystal Gardens Pool, 
tennis, riding and fishing. And there’s wonderful shopping nearby . . . 
scenic motoring and relaxing cruises from Victoria to Seattle and 
Vancouver. 


Information and reservations from any Canadian 
Pacific Agent or write Hotel Manager 


Empress Hotel, victorts, we. 


CANADIAN PACIFIC YEAR ROUND RESORT 
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Corporate Financing... 


In our more than sixty years of business we have been 

of service to many outstanding Canadian corporations 

in the issuing and distribution of their securities. 
Should you require information or assistance in such 


matters, we would welcome your enquiry. 


A. E. Ames & Co. 
Limited 
Investment Dealers—Business Established 1889 


TORONTO MONTREAL WINNIPEG VANCOUVER VICTORIA LONDON OTTAWA 
HAMILTON KITCHENER OWEN SOUND ST. CATHARINES QUEBEC 
NEW YORK BOSTON’ LONDON, ENG. 


STEWART, SMITH, MACKEEN, COVERT, ROGERS, 
SPERRY & COWAN 


Barristers and Solicitors 


Roy Building - - - - : Halifax, N.S. 


QUAIN, BELL & GILLIES 
Barristers and Solicitors 
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Barristers and Solicitors 


Bank of Canada Building - - - Montreal 1, Que. 
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Barristers and Solicitors 
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American and British 
Accounting Procedures 


ANADA’S traditional international 
role, we are fond of being told, is 
to serve as interpreter between the United 
Kingdom and the United States. Wheth- 
er Canada actually does serve that inter- 
pretive function, or merely takes pride 
in thinking so, is something that we 
don’t know for certain, though being a 
Canadian we naturally think that it does. 
But however much or however little in- 
fluence this country exercises on Great 
Britain and the U.S.A., there is no doubt 
that both of these exercise a very con- 
siderable influence on Canada and Cana- 
dians— and perhaps on no one more 
than accountants. 


These comments are called forth by 
an article in a recent issue of The Ac- 
countant by J. E. Almond, A.C.A., 
C.P.A. (which designations indicate his 
bi-national qualifications), outlining dif- 
ferences between American and British 


accounting methods and systems. “‘Bri- 
tish accountants”, says Mr. Almond, ‘‘can 
learn much from a study of American 
accounting methods.” Before he came 
to the U.S.A. from Britain four years 
ago he was certain, he says, that he knew 
everything about accounting there was 
to be known, but was soon disillusioned. 
He has found that American accountants, 
completely unfettered by traditions, have 
made whatever changes in traditional 
methods they found necessary to obtain 
desired results better, cheaper, or faster. 
Their procedures for reconciling bank 


JULY 1953 


NUMBER 1 


balances, handling petty cash and ac- 
counts payable, obtaining month-end 
payables, are either speedier, more accur- 
ate, more practical or convenient than 
those he was familiar with in Britain, and 
the U.S. accountants have also developed 
a number of “gimmicks” (the word is 
his) to speed the work of accounting 
along. 

The impression we have is that in re- 
spect of most of the matters he mentions 
the Canadian accountant stands some- 
where between his British and American 
confreres, which statement seems to us 
rather a fair description of Canadians 
generally. 


Influence of Government 
Policy on Accounting 


GREAT deal has been said in recent 

months about certain differences be- 
tween the views of accountants and of 
the tax authorities concerning the method 
of computing annual business profits. 
The matter is one of considerable nation- 
al importance, because the accuracy of 
economic data is certainly one of the 
essentials of sound business planning, 
which leads to prosperity, and the more 
prosperous the country the higher the tax 
yield also. From this it would seem to 
follow that the government should be 
as much concerned as anyone with the 
accuracy of the computation of business 
profits. Unfortunately a perhaps under- 
standable desire to maximize the im- 
mediate yield of revenues sometimes 
overbears its judgment. The harm that 
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this can do is aptly pointed out by a 
penetrating writer in The Accounting 
Review of April. He makes the follow- 
ing rather pointed observation: 


It is... . am interesting commentary to 
note that conformance to the principles 
required by one administrative agency, the 
Bureau of Internal Revenue, because of 
statutory provisions and court decisions, 
has resulted in a major problem for an- 
other administrative agency, the Securities 
and Exchange Commission, which is charg- 
ed with responsibility in accounting matters 
in another area and which by its very 
concern with the problem has by implica- 
tion rejected as unsatisfactory the account- 
ing required or accepted under the tax 
statutes. 


The moral is self-evident. 


Vital Need for Expert Accounting 


— importance of expert accounting 
and the value of interim financial 
reports at half-yearly or quarterly inter- 
vals are well illustrated by the misfor- 
tunes which recently befell the British 
firm of Enfield Cables, as related in The 
Accountants Journal of May. In Decem- 
ber 1951 the company issued to share- 
holders pro rata at 27s 6d per share 400,- 
000 ordinary shares of £1 each, the di- 
rectors expressing their opinion that 
group profits for the calendar year 1951 
would not fall below those of 1950, 
which were £397,000. The company’s 
year ended only three weeks later, and 
the directors’ forecast could therefore be 
expected to be reasonably accurate. How- 
ever, when the financial report was pub- 
lished on May 7, the consolidated gross 
profit for 1951 was disclosed to be only 
£72,000. Naturally, this was rather dis- 
concerting and called for explanation. 
Following discussions with certain large 
shareholders the directors appointed 
Messrs Peat, Marwick, Mitchell & Co. to 
investigate the affairs of the company 
and to make recommendations, and the 
accountants’ report was made public in 


March last. Their findings and recom- 
mendations are of special interest to all 
concerned in the scope of modern ac- 
counting methods. Dealing with the 
company’s accounting and costing records 
they said: 

In any large scale undertaking it is now 

customary for the board to be presented 

with monthly or periodic accounts which 
give them reliable and up-to-date informa- 
tion regarding current trading and for the 
management to have available proper cost- 
ing records to assist them in quoting for 
business and controlling production. In 
the case of this company the board received 
up to the end of last year no such ac- 
counts and the management had no proper 
costing records. Moreover the company 

lacks book stock records, and therefore (a) 

it is not possible to ascertain the total 

stocks and work in progress other than by 

means of physical stocktaking, which is a 

formidable task; and (b) the normal check 

at balance sheet dates whereby physical 

stocks are compared with book stocks is 

not available. 
Referring to the company’s efforts to 
remedy this lack of information and to 
install a proper costing system, the ac- 
countants comment that the absence of 
a proper system of materials control in 
the factories had proved an obstacle, and 
that monthly accounts based on estimates 
of the cost of sales could be no substitute 
for accounts based on records showing 
what was in fact the cost of the work 
executed. They concluded: 

Notwithstanding any difficulties there may 
be, in our opinion energetic steps should 
be taken forthwith to install a proper sys- 
tem of stock recording and costing. This 
may involve the erection of stores in the 
factories, but if the business is to be prop- 
erly managed any necessary expense will 
have to be faced. 

As The Accountants Journal says: 
“Rarely has the vital importance of ade- 
quate and expert accounting and of close 
cooperation between accounting staffs 
and board of directors been more clearly 
demonstrated.” 





Notice of Annual Meeting 


THE CANADIAN INSTITUTE OF 
CHARTERED ACCOUNTANTS 


Notice of Annual Meeting 
Victoria, September 10, 1953 


The fifty-first annual meeting of The Canadian Institute of Chartered 
Accountants will be held in Victoria, British Columbia, at the Empress Hotel, 
on Thursday, September 10, 1953 for the reception of reports and other wusiness. 

Further details are set out in the draft program following. 

Notice has been received by the secretary of a motion to amend the following 
by-laws: 

1. Substitute the following for the last four lines of by-law no. 1: 
(each of the said corporations being hereinafter referred to as a “provincial institute’), 
shall ipso facto be a member of The Canadian Institute of Chartered Accountants 
(hereinafter referred to as the “Canadian Institute”). 

. Substitute the words “provincial institute” for the word “institute” where it appears in 

by-laws Nos. 2, 3, 4, 5, 8, 9, 15 and 17. 

. Delete the following words from line 3 of by-law mo. 2: 
“the secretary of” 

. Revoke by-law 11 and substitute the following therefor: 

The Executive Secretary shall, subject to the direction and approval of the Executive 
Committee, be responsible for the administration of the business and affairs of the 
Canadian Institute. 
5. Substitute the words “executive secretary” for the word “secretary” where it appears 
in by-laws nos. 6, 14, 17, 19, 21 and 26. 


LORN McLEAN, C. L. KING, 


President Secretary 
Toroato, Ontario, July 3, 1953 
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51ST ANNUAL MEETING 


Draft Program for General Membership 
Victoria, B.C. 


Tuesday, September 8 


7:00 a.m. onwards: — Registration of general membership at Empress Hotel 
2:30 p.m. — General Session 
Evening: — Reception for members and their ladies 


Wednesday, September 9 


9:30 a.m. — General Session 

12:30 p.m. — Luncheon for members and their ladies 
Afternoon: — Golf — Special entertainment 
Evening: — Free 


Thursday, September 10 


10:00 a.m. — Annual General Meeting 

Afternoon: — Scenic Tour 

6:30 p.m. — Reception for members and their ladies 
7:30 p.m. — Dinner and dance 


THE LADIES 


Arrangements have been made to 
entertain the visiting ladies in the Garden City of Canada. 


1952-53 CANADA YEAR BOOK NOW AVAILABLE 


The latest edition of the Canada Year Book has just been published by the Dominion 
Bureau of Statistics. Its release date was postponed in order that it might include certain 
basic statistics from the 1951 census. . In addition it contains a number of feature articles, 
such as an outline of Canada’s international activities, the development of public health, 
welfare, and social security in Canada, expansion of the pulp and paper industry, and a 
review of foreign trade. 

The Canada Year Book can be obtained from the Queen’s Printer, Ottawa, for $3.00 
a copy. 















Controllership and 





7 theme underlying all of the ideas 
to which I shall try to give expres- 
sion in this paper is that controllership 
and accounting are two distinct and 
separate sciences, and must be prac- 
tised accordingly. If this hypothesis 
arouses an instinctive resistance in any- 
one’s thought, may I ask that he reserve 
judgment until we have time to explore 
it. If, on the other hand, there is com- 
plete accord, and the assertion fails to 
excite any interest at all, let me beg the 
reader to examine with me the recesses 
of his thinking, and find out to what 
extent either he or I may be wedded to 
obsolete concepts. 

Now the relationship between the 
sciences of controllership and accounting, 
if we may call them sciences, is extreme- 
ly complex. They are tangent at some 
points and they appear to overlap at 
others. They are closely entwined in 
the thinking of management and, of 
course, the public and press. I believe 
we have reached the point where they 
must be disentangled, for the benefit of 
both and of all business management. 

As a first step, let me mention one or 
two of the important achievements of 
accounting. Perhaps this will make it 
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easier to show you how heavily controller- 
ship must rely upon accounting and that 
it must acknowledge the leadership of ac- 
counting in certain essential fields of 
thought. 


The Science of Accounting 


When I consider the immense debt 
that business owes the accounting science, 
the first thing that comes to mind is the 
concept of periodic net income. This 
subject, about which tomes have been 
written, underlies the whole structure of 
financial conversation. What are the 
earnings? How do they compare with 
a year ago? We accept the published 
figures quite readily, even though, as 
accountants or controllers, we are far 
more sophisticated than the financial 
public concerning the latitude exercised 
in arriving at those figures. 

Though we may debate at length the 
myriad questions surrounding profit de- 
termination, we must admit that the pro- 
fession has done very well. The pendu- 
lum of opposing opinions tends to run 
down, and we find ourselves accepting, 
pretty much at face value, the certified 
reports of corporate earnings. 


Need I labour this eulogizing with 
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other illustrations? I think not. When 
you read a certified balance sheet, you 
have a certain confidence in its valua- 
tions. True, you are aware of differing 
accounting interpretations — yet the ac- 
counting science has confined these dif- 
ferences to understandable dimensions. 
The most cynical will admit that net 
worth is a term with meaning, providing 
the accounts are audited by a reputable 
firm. 

This leads to a characteristic of ac- 
counting that is important to the present 
discussion. Many years ago, account- 
ants made a discovery which is valid 
today. They found that to dissociate 
themselves from individual businesses 
and to establish themselves independently 
— in much the same manner as the 
lawyers — afforded them important ad- 
vantages. 


They could, under this arrangement, 
become immeasurably more objective. 
They could be free to express their judg- 
ments without fear of undue influence 
by their employers. They could see the 
problems and internal workings of many 
companies in many industries and thereby 
broaden their experience. They could, 
through formal association, establish 
professional ethics, and join together in 
the development of accounting principles. 
Their employers, later called “clients”, 
naturally relied more heavily upon their 
findings. This independent modus oper- 
andi contained all the ingredients of suc- 
cess, and public accounting prospered 
accordingly. 


Progress of Public Accounting 


As we move forward in the history of 
this unique movement, we find public 
accountants’ certificates becoming the 
keystone of the arch upon which rests 
the confidence of public and press. We 
find public accounting working hand in 
hand with the legal profession — de- 
veloping the essential financial facts 
acceptable in our courts. We find ac- 


counting principles being expounded and 
argued in accounting periodicals, in 
which public accountants play a domin- 
ant role owing to the wide range of their 
experience. 


In the field of tax practice, too, public 
accounting has seized undisputed leader- 
ship. Its versatile staffs furnish the es- 
sential tax thinking for thousands of 
corporations, and represent them success- 
fully in relationships with the tax au- 
thorities. 


Then, more recently, we have become 
aware of the development of public ac- 
counting in newer fields: the installa- 
tion of cost systems, and counselling in- 
dustry in the preparation of figures to 
be used in governmental relationships, 
as in renegotiation, price redetermina- 
tion, and contract termination. Because 
they are qualified by experience, reputa- 
tion, and integrity, public accountants 
have been asked to assume heavy burdens 
of this kind during the past 12 years. 


Now I do not intend these remarks to 
imply any disparagement of the contribu- 
tions which private accountants, or indus- 
trial accountants as we have sometimes 
called men in private industry, have made 
to accounting knowledge. Their talks 
and published articles in the field con- 
tradict any such inference. But I shall 
try to advance the point that because in- 
dustrial accounting is necessarily sub- 
servient to the science called controller- 
ship, it can never achieve equivalent 
status with independent public account- 
ing in guiding the development of the 
science of accounting and acting as its 
guardian. 


I make mention of the controller's 
debt to the accounting science because I 
respect it. I feel that we must accord 
its practitioners the first place of author- 
ity in accounting theory and practice. 
Controllers must resist the temptation to 
compete with accountants, in order that 
they may practise a new and challenging 
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science of their own. If they practise 


- controllership successfully, they will use 


freely the accumulated wisdom of the 
devotees of accounting, but will be forced 
to give their best energies to their own 
field. This is the parting of the ways 
and controllership will now demand their 
full allegiance. 


The Science of Controllership 


The reader may well question the use 
of the word “science” with reference to 
controllership. Dictionary definitions 
only give rise to minuscule distinctions 
and idle conversation, but I think we 
may assume that if management is a 
science, as is so well argued by the 
American Management Association, then 
controllership is a phase of that science. 
It is only a small further step to designat- 
ing it a science in itself. My reason 
for using the term is that controllership 
has its foundation in definite principles, 
can be stated by means of rather precise 
tules, and is eminently successful if prac- 
tised according to those rules. 

These principles and rules are perhaps 
best approached in the framework of an 
aim and attitude. The aim is to control 
a business operation so that it may per- 
form up to its maximum capabilities, 
the word “control” being used in a very 
special functional sense. The attitude 
is characterized by a deep service moti- 
vation, which delights in mining, refin- 
ing, and delivering facts about the busi- 
ness which are essential to the making 
of operating decisions. It is also charac- 
terized by a sharpened sense of organiza- 
tion function, under which it refrains 
from making those decisions or being 
placed in a position of responsibility for 
them. 

Now, let us examine briefly the contri- 
butions which controllership is making 
to management. The practice of control- 
lership is the exercise by a trained mind 
of the techniques of control. What are 
these techniques? What is ‘control’? 
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Mr. James L. Peirce is vice-presi- 
dent and controller of A. B. Dick 


Company, Chicago. After ob- 
taining his C.P.A. (Illinois), he 
joined his present organization in 
1934, becoming assistant control- 
ler in 1941 and controller in 
1947. In 1951 he was appointed 
a vice-president. He has taken 
a very active part in the affairs 
of the Controllers Institute of 
America, particularly in the 
Chicago Control of which he is 
a past president. 





The Control Processes 


In our own special sense, the word 
“control” always includes three com- 
ponent processes: the first is the adop- 
tion of a plan; the second is reporting 
of actual performance as compared with 
the plan; the third is making decisions 
and taking action. The formula is as 
simple as that! 


To illustrate the principle of control, 
let us take the manufacturing operation 
as an example. The plan to be estab- 
lished contains elements familiar to all 
of you: an expected level of production 
in sufficient detail, a departmentalized 
flexible budget for direct labour and fac- 
tory overhead, and a standard cost sys- 
tem with standard labour times and rates 
for the operations to be performed. This 
is the plan for the factory. Using it, we 
can fit it into the overall plan for the 
business, compute standard product costs 
for pricing and inventory purposes, and 
so on. 

The second step in the control process 
is reporting performance against the 
plan. This, too, is a familiar task. It 
is discharged by means of a combination 
of statements, written comments, and 
conversation. The purpose is to make 
the essential facts clear to manufacturing 
management, including foremen, super- 
intendents, department managers, and 
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the top manufacturing executive. The 
essential facts consist of a comparison of 
actual with planned performance, in sufh- 
cient detail that every fraction of the 
operation, and thereby the whole, may 
be controlled. 

The third step is action. When the 
performance picture is completely clear, 
the decisions to be made begin to be 
clear as well. If the reporting is thought- 
ful rather than perfunctory, creative and 
forceful rather than confined to conven- 
tional forms, the control tool will be 
sharp. Action will follow. Output 
and costs will be controlled. 


If we have exceeded budget, corrective 
measures can be initiated. If actual 
labour time, as shown by daily efficiency 
reports, is higher than standard, remedial 
steps may be taken. Note too that if 
these excesses are attributable to faulty 
standards or budgets, these must be ad- 
justed accordingly, and this action will 
alter the plan itself. 

The outcome of this activity is a fac- 
tory doing its work within the ordered 
discipline of control. We are controlling 
to predetermined standards. We are 
applying the technique of management 
by exception to control its performance. 


The Controller’s 
Part in the Process 


Where does the controller fit into this 
pattern? First, I think we must recog- 
nize that the controller is not one man 
but a group of men. For our purposes, 
the controller and his staff are one, and 
we shall refer to this one as the con- 
troller. Actually, the controller must 
here be thought of as a function, or a 
force, rather than as an individual. Con- 
trollership may be practised in his behalf, 
in delimited areas, by a budget manager, 
a factory accountant, or any other desig- 
nated individual on the controller's staff. 


Let us consider, then, the controller's 
part in the process of control of the 


manufacturing operation which we have 
been using for our example. It seems 
evident that he cannot himself establish 
the budgets or standards. Many con- 
trollers have tried it and failed, simply 
because no one takes seriously an operat- 
ing standard established by the controller 
alone. Manufacturing management must 
participate, and top management must 
lend the weight of its authority. No 
standard or budget is worth anything if 
it is not responsibly accepted by the en- 
tire line structure of organization, reach- 
ing to the top executive level. 


Furthermore, the controller cannot in- 
itiate the action required in the control 
process. He cannot himself issue the 
instructions or change the method of 
operating. That is the prerogative of the 
manufacturing management. If he 
crossed this line, he would be stepping 
into the shoes of the responsible operat- 
ing management and would no longer be 
a controller. 


What then does he do? Well, first, 
before the control process could even be 
launched, someone had to see the neces- 
sity for the proper standards, design the 
procedures required to provide these 
standards, and then install the system 
— all, of course, working hand in hand 
with operating management. This entire 
area of thought is the province of the 
controller. 


Then, when the system has been in- 
stalled, someone will have to measure 
actual performance against the approved 
standards, and report and interpret the 
operating results from period to period. 
This too is the job of the controller. 


Then someone in the organization 
should be entrusted with the assignment 
of observing impartially the progress of 
the factory we have in mind, from the 
standpoint of effectiveness generally. 
This includes appraising the standards 
and budgets themselves, which have been 
established by manufacturing manage- 
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ment, and, perhaps, reporting on their 
validity to general management. This 
again is the work of the controller. 
He must both earn and be accorded a 
free hand to make this contribution, that 
he may do so without offence to his as- 
sociates and with the assurance of a re- 
ceptive ear for his findings. 

Now, these duties are not accounting 
duties. They are controllership duties 
and they contrast sharply with account- 
ing duties, even though a thorough train- 
ing in cost accounting practice is essen- 
tial to discharging them. We have been 
so confused in the early development of 
controllership by its close affinity to ac- 
counting that we have almost come to 
think of a controller as simply a super- 
accountant with executive status. Noth- 
ing could be farther from the truth, and 
the sooner we recognize it the better off 
we all will be. 

Within an industrial or commercial 
organization, a controller is a control 
officer. He employs accounting tech- 
niques for the purpose of accomplishing 
the control function. The realization of 
this basic truth is the first step in dis- 
cerning the contrast between controller- 
ship and accounting. 


No Operating Decisions 

It is only a mental exercise to expand 
the example of the factory which we 
have just been using to embrace the en- 
tire company. The controllership atti- 
tude and practice is exactly the same. 
The essential three-fold nature of the 
control process does not change, even 
though the complexities of the problem 
are multiplied. The controller must first 
see that the business establishes, through 
authorized management, a plan for the 
control of operations. Second, he must 
measure operating results against that 
plan and report and interpret this per- 
formance to all levels of management. 
And the third step — the decision and 
action step — he must leave to line 


authority, retaining, however, the privil- 
ege of commenting on the plan itself, the 
effectiveness of controls, the efficacy of 
the standards and any phase of policy, 
organization structure, or procedures 
relevant to the control process. 


But the controller must not make 
operating decisions or take operating re- 
sponsibilities. Let him break this law 
at his own peril. He must not issue 
instructions. He must not establish bud- 
gets for others. He must not take oper- 
ating people to task for failure to meet 
the standards. 


Controllership establishes and  co- 
ordinates a plan for the control of opera- 
tions, providing all the techniques of 
control; but operating management must 
put the plan into effect and make it 
work. The controller's staff measures 
performance and interprets operations — 
always making certain that the same 
facts, though differing in detail, are re- 
ported to all levels of supervision — but 
responsible management must make the 
decisions. 

The controller sometimes must venture 
as close to the border line as possible 
without making the actual decision. His 
facts and interpretations are frequently 
so impelling that the decision to be made 
is obvious. But, regardless of any pres- 
sure from operating or general manage- 
ment, he must keep entirely free from 
actual operating responsibility and refuse 
to be placed in the position of making 
decisions. The penalty for infraction is 
the sacrifice of controllership effective- 
ness. 


The Controller Must Control 


We have drawn some distinctions 
which at first may appear fine, but I hope 
will some day be firm and bold. I have 
tried to make it clear that the controller 
is not an accountant, even though he is 
responsible for the accounting function, 
and that he is not an operating manager, 
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even though, in exercising the control 
function, he contributes to every major 
management decision. 

A proper understanding of these rela- 
tionships should remove all offensive 
connotation from the word “control”. It 
should relieve the controller of the ac- 
cusation of mere personal ambition in 
giving expression to this control prin- 
ciple, which is his main reason for 
holding the office. 


Let us then recognize frankly that a 
controller's job is to control. There is 
nothing ominous about the word, proper- 
ly understood. Control is a vital, unsel- 
fish force which gives a company direc- 
tion and balance. It is the controller's 
business to provide this force. It matters 
little whether his title be controller, 
treasurer or vice-president, so long as he 
provides the control machinery, keeps it 
in working order, and sees that it is 
properly used by the organization. 


Like most mechanical wonders, this 
machinery is simple in principle. At the 
risk of repetition, let me say that it con- 
sists of (1) a plan, (2) reporting on 
performance against the plan, and (3) 
decision and action as indicated. This 
pattern is repeated as many times as 
there are units of responsible supervision 
in the company, and the whole is brought 
together into a grand plan which directs 
the company’s operations and controls its 
course. 


What is a Control Unit? 


The typical control unit is the depart- 
mental budget, the monthly reporting of 
actual results compared with budget, and, 
by process of logic, the resulting action 
by the department manager, frequently 
reaching forward to new and better plans 
and budgets. Multiplied and magnified, 
this simple mechanism becomes tiller and 
rudder for the business. The plan em- 
braces sales forecast, operating budgets, 
a capital expenditure program, a financ- 


ing plan, a merchandising plan, research 
and product planning — all fitted into 
the master plan. Only when this hard, 
constructive thinking has been done, by 
all levels of management from the presi- 
dent down, can the planning job be 
completed. 


In this process, we reap a fine har- 
vest. We force ourselves to make deci- 
sions in advance, at the proper time, as 
distinguished from procrastinating until 
a crisis is upon us. This single benefit 
will more than pay the salaries of the 
controller and a liberal staff. 


When this mass of planning has been 
stated by the operating management in 
terms of dollars, it is a relatively simple 
task for the controller to prepare a fore- 
cast profit and loss statement for a year 
ahead. Similarly, a financial program, 
including pro forma balance sheets for 
two or three future years, may be con- 
structed. These statements are simply 
the casting up of all of the planning 
that has been done. They are the key 
to understanding the plan. They some- 
times indicate adjustments which may 
have to be made in the plan to make it 
profitable. But we must forever keep 
in mind the fact that these statements are 
not the plan itself. Accounting in this 
usage must always be subservient to plan- 
ning and control. 


The significant point here is that in 
order for control to be effective — or, in 
fact, to come into being at all — there 
must be a plan. It is the controller’s job 
to see to it that such a plan exists. If 
his company has been operating on a 
hand-to-mouth basis, without definitive 
forward planning, he must accept this 
challenge and begin the slow process of 
education which precedes acceptance of 
the idea. 


At the same time, he must remember 
that control is not susceptible to imple- 
mentation by the controller alone. His 
work is done best when it is least mys- 












terious. When the other elements of 
‘ management use the control technique 
intelligently and voluntarily, the control- 
ler’s achievement is greatest. He reaches 
maximum stature when his contribution 
is most inconspicuously made, when the 
planning and control philosophy he cul- 
tivates becomes the accepted mode of 
thought. 

In this enlightened sense, let the con- 
troller control, and let him never hesitate 
to assume the responsibilities implied by 
that word. 


Participation in Planning 

I hope that it has become a little clear- 
er, in the foregoing analysis, that ac- 
counting is not the first concern of con- 
trollership — that it is essentially a tool 
with which to shape the mechanisms of 
control. If you can accept this conclu- 
sion, it will naturally follow that the 
successful controller of the future will 
be a businessman first and an accountant 
second. He will have to turn resolutely 
from his preoccupation with accounting 
statements and tax returns and think as 
top management thinks. He must, in 
fact, consider himself a part of top 
management. 

This transition is not always easy for 
controllers. Ingrained habits of thought 
have built for us imaginary signposts, 
which we follow obediently. When we 
are asked to participate in a pricing con- 
ference, for instance, we say, in effect: “I 
can furnish all the costs but when it 
comes to setting selling prices, I have 
nothing to contribute.” Why do we talk 
like this? Are not the prices of our 
products as important to profits as manu- 
facturing costs? Or, upon being invited 
to a meeting on the merchandising of 
new products, our self-made signposts 
keep us securely in the road with the 
deep ruts. We say: “I can turn out reams 
of figures with my beautiful machines, I 
can make all sorts of computations, but 
as for actually helping to construct this 
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plan, that, of course, is out of my line.” 
Why do we thus throw into the discard 
our best opportunity to contribute to the 
growth and progress of our companies? 
Why do we not cast off the shell of ac- 
counting and associate ourselves vitally 
with the planning process, in order that 
we may control more intelligently? 


There is no phase of a company’s 
operations, policies, or planning that is 
not the concern of the controller. Every- 
body’s business is his business, assuming 
he is possessed of the tact and resource- 
fulness to conduct himself in a way 
that will bring him the confidence of 
his associates. 

This statement does not in any way 
conflict with the dictum specified earlier 
in this paper — that the controller must 
not himself make decisions. He need 
never transgress this rule in order to take 
an active, dynamic part in the planning 
process. For only the controller is in a 
position to know exactly what is re- 
quired for an integrated plan. Only he 
can visualize adequately the need for 
planning of product development, manu- 
facturing, purchasing, merchandising, 
financing — and the final coordination of 
these segmental plans by translation into 
a planned net profit. 

The very objectives of the business 
therefore become the controller's con- 
cern. He is the man best equipped to 
attempt an unbiased measure of their 
validity. He is properly concerned with 
the effectiveness of all policies adopted 
by his company, beginning at the point 
when they are first given consideration. 
And because effective control is impossi- 
ble without sound procedures and organi- 
zation structure, he cannot avoid taking 
a hand in these also. 


External Economics 
There is still another field into which 
controllership must project itself. The 
controller must consciously turn his 
thinking outward to the affairs of the 








world in which his business lives. No 
management can afford to ignore the 
economic factors related to his business. 
No controller can afford to remain out- 
side a field of thought which has been 
entered by the president of his company. 
If he does, he cannot perform the con- 
trol function effectively, because the ob- 
jectives of the business are being con- 
ditioned by those influences. He cannot 
appraise the objectives of the business 
without interpreting the impact thereon 
of economic, social, and governmental 
forces. 


The most obvious area in which to 
illustrate this point is the sales forecast. 
I use this term here interchangeably with 
“sales budget”. By whatever name, it 
is one of the basic instruments of plan- 
ning, and should represent the estimate 
of sales volume to be used for purposes 
of planning income, production, and 
profits. 


Now, the controller cannot properly 
establish the company’s sales forecast or 
budget. If he does, either with or with- 
out the president's specific approval, it 
becomes the controller's forecast and not 
the commitment of the sales department. 
The sales forecast may be established by 
the sales organization, by top manage- 
ment or by a management committee, 
but never by the controller if he hopes 
to use it as a basis for control. 


Nevertheless, he is entitled, and should 
be required, to express an opinion con- 
cerning the forecast. Without doing so 
he cannot act intelligently as the chief 
coordinating officer for planning. To 
perform this task, he must cultivate a 
sensitiveness to economic currents 
which will enable him to relate them 
to the affairs of his company. He must 
be equipped to interpret these trends 
with as much facility as those actually 
responsible for establishing the fore- 
cast. 


The complexity of the general field 
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of economics and the extent of disagree- 
ment among economists combine to make 
this perhaps the most difficult of the con- 
trollership assignments. For a multitude 
of reasons, it is the one in which pro- 
crastination is most evident. Some con- 
trollers have attacked it in force, how- 
ever, and have promptly found it too 
big for one man to handle. Some com- 
panies have employed economists, to con- 
sult with all elements of management 
concerned with forecasting. Others have 
employed outside consultants in this 
field. Whatever the method used, the 
controller has the obligation to bring to 
the sales forecast his own objective analy- 
sis, making use of the best economic 
talent available. 

Like accounting, economics finds its 
place in the controller's box of tools. 


Chief Accounting Officer 


Among the many duties which have 
usually fallen to the controller are those 
of chief accounting officer of the cor- 
poration. These are important duties. 
It is not my purpose to minimize them 
but rather to put them into focus. Al- 
though the core of controllership is the 
planning and control activity, the con- 
troller is asked to do many other things. 
He is frequently assigned the tasks of 
office management, insurance administra- 
tion, treasury administration. Usually he 
has the position of chief accounting off- 
cer, including responsibility for the com- 
pany’s taxes. The last named has some- 
times usurped the controller’s time and 
energies to the extent of obscuring his 
true mission. 


Nevertheless, it is right that the con- 
troller should number among his assign- 
ments those of maintaining the books of 
account, of handling the company’s tax 
affairs, and of providing internal audit 
protection. It is proper that he should 
determine and report the periodic net 
income and other operating figures, and 
prepare the balance sheets and other fin- 
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ancial data. It is proper too that he be 


- considered the responsible executive with 


regard to reporting to governmental 
agencies, a duty which accords closely 
with his other accounting and tax func- 
tions. 

In order to carry out the assignment 
as chief accounting officer without en- 
dangering the performance of the plan- 
ning and control activity, the controller 
will find two steps indispensable to the 
proper use of his time. First, he will 
need to delegate the accounting work — 
except for the most important policy de- 
cisions — to capable assistants, with 
sufficient authority to perform effectively. 
And, secondly, he should cultivate the 
inclination to depend heavily on public 
accounting for the answers to technical 
problems concerning determination of in- 
come, balance sheet valuations, reserves, 
methods of stating financial information, 
and so on. 


Tax Administration 


Similar reasoning governs the manner 
in which he handles tax administration. 
He must never permit himself the too 
expensive luxury of conducting tax affairs 
which he could delegate to a tax manager, 
even though his leaning may be in that 
direction. And, unless his company is 
large enough to employ a tax staff of 
high calibre, he ought to rely on the 
kind of tax consulting service that recog- 
nized public accounting firms can offer, 
in order to take advantage of their 
broader experience in this field. He is 
then free to devote his efforts to making 
certain that in the early stages of each 
business decision, ample thought is given 
to its tax implications. This is one of 
the very profitable but frequently neglect- 
ed opportunities. 

Having made these arrangements, the 
controller may, as the occasion arises, 
certify his income statements and balance 
sheets for whatever purposes may require 
his certification — whether for govern- 
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mental agencies or his own board of 
directors. He may affix his signature 
to tax returns as chief accounting officer, 
with the confidence that they are as near- 
ly correct as he himself could make them. 
And as for his accounting figures, both 
he and his board of directors are entitled 
to the protection and the independent 
point of view which can only be secured 
through an independent annual audit by 
a recognized public accounting firm. 
Following this pattern, we may say that 
the controller discharges his obligation as 
chief accounting officer without sacrific- 
ing the vital planning and control func- 
tions. 


The Industrial Accountant 


I have tried to draw a line between 
controllership and accounting, because it 
is my conviction that confusing the two 
has been detrimental to the progress of 
both. It has retarded controllership be- 
cause corporate managements have tended 
to think of controllers primarily as ac- 
counting executives concerned largely 
with preparing statements and tax re- 
turns. It has retarded accounting because 
in trying to treat the newer controllership 
science as one of its branches, account- 
ing has become overextended. 


What about the accountant in private 
industry? Have I left him out of this 
picture of mutual usefulness and respect? 
I contend that he is in no way slighted 
by these concepts. Let him simply recog- 
nize that his work is essentially control, 
and that all of the finely polished tech- 
niques of accounting which he has 
studied and practised so well are pointed 
in that direction. Whether he be a bud- 
get accountant, a cost accountant, or a 
general accountant, his horizons will be 
broader and his effectiveness increased 
if he will fix his eyes on the controller- 
ship idea. His work is indispensable to 
its fulfilment. 


Obviously, there are administrative and 
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record-keeping duties to be performed 
which are not planning and control activ- 
ities. There are books to post, bills to 
pay, invoices to make, tax returns to file, 
statements to prepare, and countless other 
accounting and related duties to perform. 
They are important, but they are not 
controllership. The industrial account- 
ant will do well to remember that the 
only channels leading to controllership 
are those assignments partaking in some 
degree of the planning and control pro- 
cess. The industrial accountant who 
wishes to progress would also do well 
to ask himself whether the controller of 
his company has a progressive concept 
of controllership, which is the climate 
most conducive to growth for the con- 
troller’s staff. 


Definition of Controllership 
The concept of controllership which 
we have been discussing is not new. It 
has been developing in this line for 
quite a few years. It is revolutionary, 


however, if we compare it with the atti- 
tude prevalent 20 years ago, and revo- 
lutionary ideas sometimes take hold 
slowly. 

A few years ago the Controllers Insti- 
tute of America officially recognized the 
need for establishing a concept of con- 
trollership which would do justice to its 
current state of development and set a 
standard for controllers to follow. The 
task was assigned to a committee and, 
after long and careful work, a statement 
of the Institute’s concept of the function 
of controllershhip was approved by the 
National Board of Directors on Septem- 
ber 25, 1949. 

I should like to invite you to examine 
this statement in the light of our discus- 
sion. You will notice in its six parts a 
subordination of accounting techniques 
and practice to the major elements of 
planning and control. The function of 
controllership, as stated by the Institute, 
is as follows: 


1. To establish, coordinate and maintain, 
through authorized management, an in 
tegrated plan for the control of opera- 
tions. Such a plan would provide, to 
the extent required in the business, cost 
standards, expense budgets, sales fore- 
casts, profit planning, and programs for 
capital investment and financing, to- 
gether with the necessary procedures to 
effectuate the plan. 


. To measure performance against approved 
operating plans and standards, and to re- 
port and interpret the results of opera- 
tions to all levels of management. This 
function includes the design, installation 
and maintenance of accounting and cost 
systems and records, the determination 
of accounting policy and the compilation 
of statistical records as required. 


. To measure and report on the validity of 
the objectives of the business and on the 
effectiveness of its policies, organization 
structure and procedures in attaining 
those objectives. This includes consult- 
ing with all segments of management re- 
sponsible for policy or action concerning 
any phase of the operation of the busi- 
ness as it relates to the performance of 
this function. 


. To report to government agencies, as re- 
quired, and to supervise all matters re- 
lating to taxes. 


. To interpret and report on the effect of 
external influences on the attainment of 
the objectives of the business. This 
function includes the continuous appraisal 
of economic and social forces and of 
governmental influences as they affect the 
operations of the business. 


. To provide protection for the assets of 
the business. This function includes 
establishing and maintaining adequate 
internal control and auditing, and assur- 
ing proper insurance coverage. 


If this definition were applied literal- 
ly and universally, business would reap 
untold benefits. The presence of the 
controllership force in a company releases 
the energies of its operating management 
and of its chief executive to carry out 
their assignments more effectively. Pro- 
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perly exercised, controllership stabilizes 
management thinking and provides firm 
guidance to all levels of the organization. 
It adds a harmonizing influence to the 
councils of management — always ob- 
jective, always deeply concerned with 
ferreting out the truth of every situation, 
unfailingly generous and impartial. Only 
with this attitude can controllership be 
practised successfully. 


Road-Blocks Ahead 

But we must face the fact that con- 
trollership has a long road to travel be- 
fore it is practised universally according 
to the Institute’s definition. One reason 
for this is the confusion with accounting 
that I have referred to so frequently in 
this paper. This problem is widespread 
and permeates the thinking of presidents 
and controllers alike. When we have 
established our distinction, we shall have 
cleared the way for further progress. 


Another road-block is a peculiar mis- 
conception harboured by controllers them- 
selves. Many of us seem to think that 
in assuming the responsibilities listed we 
are in some way usurping the preroga- 
tives of the president of the company. 
When the proper attitude is understood 
and evidenced, this objection will evapor- 
ate. It is the controller’s absolute ad- 
herence to the enumerated principles 
which accomplishes this result. It is the 
patient, persevering habit of giving freely 
of his best efforts, of stating truth 
fearlessly, of contributing with unselfish 
motives to the effectiveness and achieve- 
ment of other executives, without claim- 
ing credit for himself. When we have 
mastered these precepts, we shall control 
without malice and without fear of being 
misunderstood. 

A third obstacle is the tendency for 
controllers to abdicate their responsibili- 
ties. Frequently we imply that we have 
no concern with planning, with the broad 
objectives of the business, or with econ- 
omic developments, because these are 
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assigned to others in the organization. 
This is a matter for gradual growth, both 
in the controllership idea and in the 
individual practitioner. Adopting a mod- 
ern, tested concept, we can, by study and 
self-training, encourage our thinking and 
our conversation to move naturally in 
the desired direction. Ultimately, if our 
principle is sound and our practice hon- 
est, we shall have the visible manifesta- 
tion of our progress. 


Other causes of failure come to mind, 
perhaps as a result of those just men- 
tioned. For instance, controllers often 
fancy themselves too busy to get at the 
real task to be done. They permit them- 
selves a chronic overload of work, most 
of which misses the main target. They 
are absorbed in daily administration, in 
laying out accounting systems, in writing 
instruction manuals — in everything that 
prevents their promoting the use of plan- 
ning and control principles. Controllers 
as a group must cease their senseless pre- 
occupation with tabulating machines and 
bookkeeping systems. These duties can 
be successfully delegated. The construc- 
tion of a control system usually cannot. 


The Road Ahead 


Probably no one can predict the future 
of controllership today. It is fairly safe 
to say that it is still in its growing stages. 
Sales management, manufacturing, pur- 
chasing and, more recently, personnel 
relations have blossomed into major 
areas in the science of management. All 
are better understood than this new- 
comer. 


We have an important work before 
us. The principles and rules of this 
science must be made widely known. 
Our planning techniques must be made 
more definitive. Our forecasting and 
budgeting must be more clearly under- 
stood. These tasks cannot be escaped 
if we are to have “everything under con- 
trol”. 
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To accomplish this task, controllers 
must understand controllership. Ac- 
countants must also understand controller- 
ship in order that their relation to it 
and their part in it may be clear. For 
accounting and controllership always will 
rely heavily on each other. Though 
separate, they are mutually interdepend- 
ent. 


Controllership is not properly taught 
in our universities today because the 
faculties do not understand its funda- 
mentals. They insist on treating it as 
a development of managerial account- 
ing. This is solely our fault. We must 
teach the schools before they can be ex- 
pected to teach the students. Some day 
it will be seen that courses in controller- 
ship belong in university departments of 
management rather than in departments 
of accounting. 


Nothing in this paper detracts from 
or criticizes the accounting fraternity, for 
which I have the deepest respect. I hope 


I have made it clear that for controller- 
ship to stand on its own feet, as a part 
of management, with the controller 
placed as staff to the chief executive in 


every business, and for accounting to 
serve them both, can only augment the 
well-deserved praises already bestowed 
on the accounting profession. 


Controllership, geared to embrace 
every phase of a company’s operations 
with its planning and control principles, 
is fraught with opportunity and inspira- 
tion. Its march of progress cannot be 
stopped. Wider recognition is being 
given the organization status of control- 
lers, as specified by the Controllers In- 
stitute of America — “an executive offi- 
cer at the policy-making level responsible 
directly to the chief executive officer of 
the business”. With the concepts of 
management now emerging, and based 
on a clear understanding of its field of 
action, controllership can make hitherto 
undreamed-of contributions to the ad- 
vancement of industry. 


To see this fruition, we must all keep 
our thinking straight. We must study 
the principles of controllership, practise 
them well, and keep our own ships on 
the course, just as our control methods 
aim to do for our companies. 
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Now Is the Time 


» the Students’ Department of the 
April 1953 issue of The Canadian 
Chartered Accountant Professor J. E. 
Smyth sets out a number of useful rules 
for all who would seek to increase their 
knowledge (and income) through or- 
ganized study. A careful perusal of 
these notes and comments should prove 
useful not only to those who are at 
present subjected to an organized course 
of instruction but also to those who have 
floundered through the course using hap- 
hazard study methods and who now wish 
to increase their knowledge by further 
study. 

Students-in-accounts have all learned, 
of necessity, to allocate their meagre in- 
come so as to derive from it the greatest 
possible amount of satisfaction. During 
the course of instruction, the student will 
also learn to allocate enough time to 
organized study to enable him to finish 
the prescribed course as soon as possible, 
to give him sufficient time to prepare 
for the examinations. The way that the 
student then allocates his time until the 
date of the first examination may well 
decide whether he passes or fails. 

Now is the time to prepare for the 
examinations! A week from now it may 
be too late. A glance at the calendar 


To Prepare for Your Examinations 


Some timely tips for those 
preparing to face the ordeal ahead 





By E. J. Benson, C.A. 


and a quick calculation of the number of 
study hours between to-day and the first 
examination, along with a consideration 
of what you have to cover should con- 
vince the most skeptical of the truth of 
this statement. However, if you still 
are not convinced, I suggest that you 
sit down and read through last year’s 
examination papers. This is probably the 
fastest way to deflate your ego. 


A Few Constructive 
Ideas on Time Allocation 


1. Decide how much time is available 


One way to calculate the available time 
is to count the number of work-days be- 
tween the present date and the date when 
the examinations begin. Next, decide 
upon the number of hours you can rea- 
sonably hope to study each work-day, and 
multiply this by the number of work-days 
remaining. Then, count the number of 
non-working days and multiply this by 
the number of hours you intend to study 
on each. Add the above together and 
you have the number of study hours 
available. (In my day I estimated that 
I had 525 study hours available for my 
intermediate examinations and 642 for 
my final examinations.) 
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2. Decide upon how many practice exam- 
inations you intend to write 


Answers are available in either book- 
let form or in old issues of The Canadian 
Chartered Accountant for almost all ac- 
counting problems which have appeared 
on intermediate and final examinations 
for the past 10 years, with the exception 
of the final examinations written in May 
1950. In my opinion, the best way to 
build oneself up to an examination pitch 
is to write these old examinations under 
self-imposed examination conditions in 
the period immediately preceding the 
date of the first examination. 


In your allocation of time be sure to 
deduct from the study hours available 
ample time to write and correct old ex- 
amination papers. 

3. Organize your course material and 
notes according to subject matter and 
list the main topics covered 

4, Allocate your available study time ac- 


cording to your knowledge of the 
topics and their relative importance 
for examination purposes 


On p. 22 is an analysis of the subject 
matter of final examinations in Account- 
ing from 1943 to 1952 inclusive. 


At this point a word of warning is in 
order. Although this analysis reveals 
certain trends in examination topics it 
must not be concluded that the current 
year’s examinations will necessarily fol- 
low these trends. Further, in many cases 
more than one topic was covered in a 
question and in such cases all marks for 
the question have been allocated to the 
main topic. 

This analysis reveals that: 

(a) The great majority of involved mech- 
anical problems in cost accounting have 
dealt with process cost systems. 

(b) In every set of examinations except 
three there has been at least one prob- 
lem on the installation of a cost system. 

(c) In the 1952 examinations 33 marks were 
given for analysis of variances from 


standard or estimated cost whereas only 
30 marks were allocated to this subject 
in the ten sets of examinations prior 
to 1952. 

In all but three sets of examinations 
there has been at least one budgetary 
problem. 

There has been at least one problem on 
liquidation, bankruptcy, etc. on every 
set of examinations except four. 
There have been marks allocated for 
consolidations on every set of examina- 
tions in this period. 

Estate problems have appeared in every 
set of examinations except that of Oc- 
tober 1950. 

Partnership problems have appeared 
four times in the 11 sets of accounting 
examinations and when they did appear 
a substantial number of marks were al- 
located to them. 

(i) Problems in financial re-organizations, 
mergers, etc. have appeared only three 
times in 11 sets of examinations. 

(j) Foreign exchange problems have ap- 
peared only three times during this 
period. 

(k) Income tax problems have appeared on 

every set of examinations since 1946. 
Anyone who dared approach recent 
final examinations in accounting with- 
out a working knowledge of the Income 
Tax Act and Regulations had little or 
no hope of passing. 
Although problems requiring a special 
knowledge of the (Dominion) Com- 
panies Act have appeared only four 
times on accounting examinations, in 
almost every year there have been prob- 
lems on this Act in the auditing exam- 
inations. 

(m) Problems requiring an explanation of 
the variation in operating results have 
appeared four times in the 11 sets of 
examinations. 

No attempt has been made to analyze 
the problems which have appeared upon 
final examinations in Auditing (includ- 
ing business investigations). However 
it can be noted from a cursory glance at 
prior years’ examinations that: 

(i) The statement of source and applica- 
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tion of funds has appeared frequently 
in Auditing III examinations. 

(ii) Problems involving the purchase or 
sale of a business have appeared fre- 
quently on Auditing III examinations. 

(iii) Analysis of operating results and 
schemes for re-organization have ap- 
peared frequently on Auditing III ex- 
aminations. 

(iv) Auditing I and II have over this period 
required not only a thorough knowl- 
edge of auditing technique but also a 
knowledge of the (Dominion) Com- 
panies Act and of professional stand- 
ards of ethics. Questions on the bul- 
letins issued by the Canadian Institute 
have appeared in recent years. 

(v) In the 1952 Auditing II examinations 
there appeared a problem worth 25 
marks which involved an analysis of 
operating results. This may or may 
not indicate a tendency on the part of 
the Board of Examiners to spread 
business investigation problems over 
the other auditing papers rather than 
to confine them to Auditing III as 
had been the policy in the past. 


5. Study subjects which you find easiest 
first and get them out of the way 


This allows one to concentrate on less 
familiar topics immediately before com- 
mencing to write practice examinations. 


6. Keep track of the time spent study- 
ing the various subjects and compare 
it with your original estimates 


It is a good rule never to borrow time 
from one subject and spend it on an- 
other. If you find that a certain subject 
is taking more time than you anticipated 
in your original estimate it simply means 
that you must increase your daily study 
time. 


It is also a good plan to take a look at 
the hours studied each week and to com- 
pare them with your original estimate 
bearing in mind that you will not com- 
plete your study program unless you live 
up to your study estimate each week dur- 
ing the study period. 
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Mr. E. J. Benson, B.Com., C.A. 
gtaduated from Queen’s Univer- 
sity in 1949 and registered as a 
student-in-accounts with England, 
Leonard, Macpherson & Co., 
Kingston. In 1952 he was admit- 
ted to the Ontario Institute. He 
is continuing with the same firm 
and also (on a part-time basis) is 
assistant to the director of pro- 
fessional courses at Queen’s. 





(I found that I actually studied 532 
hours for my intermediate and 658 hours 
for my final examinations, including 
time spent in writing and correcting old 
examinations. ) 


Some Hints on 
Writing Prior Years’ Examinations 
My greatest problem arose in trying to 
correct Auditing I and II examinations 
which I had written. Solutions for some 
of the problems have appeared in The 
Canadian Chartered Accountant. 1 found 
these to be rather sketchy, and nowhere 
are there suggested solutions for one 
complete examination. I believe that 
the best plan to follow is to arrange with 
some other student to write similar ex- 
aminations and to meet and briefly dis- 
cuss your answers to the various prob- 
lems, using as a guide the answers print- 
ed in The Canadian Chartered Account- 

ant when such are available. 


It is wise to impose upon oneself cer- 
tain strict rules in writing prior years’ 
examinations. 

(a) If you wish to judge your ability to 
write examinations never base such 
judgment on the results of writing 
single problems from old examinations. 
It is usually quite easy to do a single 
problem within the time that you could 
allocate to it under examination con- 
ditions (the number of marks x 2.4 
minutes). Likewise, it is easy to com- 
plete an examination in four hours if 
you do it at several sittings. However, 
it is quite a different matter to com- 
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plete an entire examination at one sit- 
ting within the prescribed time. 


Write examinations under self-imposed 
examination conditions. Do not let 
yourself get into the habit of referring 
to a text when baffled by a problem. 


Be strict in your time allocation. Multi- 
ply the number of marks for the prob- 
lem by 2.4 minutes and never allow 
yourself any overtime unless all other 
problems on the examination have been 
completed. If one does the problems 
which are easiest first, he should build 
up a surplus of time which he can use 
on the most difficult problem. 


As soon as you have completed an 
examination in Accounting or Auditing 
III dig out the suggested solutions and 
mark your paper being very strict in 
your allocation of marks. Penalize your- 
self very severely for an error in prin- 
ciple and be relatively less severe when 
only a mechanical error is involved. (I 
found that I would have failed dis- 
mally if I had written my final exam- 
inations in 1948.) 

When you are writing practice examina- 
tions always write your answers out 
fully the same as you hope to do in the 
examination room. Do not merely in- 
dicate the points to be covered unless 
you are severely pressed for time. Do 
your underlining as you go along as 
you will find that in the examination 
room you will have little time to do 
this work when you have finished an- 
swering all the problems. 


The number of examinations which a 
person wishes to write before entering 
the examination room will vary with the 
individual. However, I think a good 
goal to set for final candidates is 10 com- 
plete sets of accounting examinations and 
10 Business Investigation papers as well 
as about six each of the Auditing I and 
II papers. While it is true that the na- 
ture of the accounting problems has 
changed in the past few years (the prob- 
lems usually are shorter now and there 
are more of them), the mere fact that 
one has familiarized himself with 


facing problems which require a great 
many calculations will make him better 
able to face such a shock, as most of 
last year’s final examination candidates 
got when they were faced with a me- 
chanical problem worth 25 marks on 
Auditing II. 

The study program which I have set 
out above is an arduous one but the 
student who (like myself) is a little in- 
clined to let things slide might well bear 
in mind the motto which hangs upon the 
wall of the British Admiralty: “He 
either fears his fate too much, or his 
deserts are small, who will not put it to 
the touch to win or lose it all’. 


Behaviour During Examinations 


No article on examination study tech- 
niques would be complete without some 
mention of behavior during the examina- 
tions next October. 


All examination candidates are ner- 
vous. Often those who are best prepared 
for the ordeal are the ones that are in 
the worst nervous condition before the 
examinations. If you have developed 
some technique for governing your ner- 
vous system before such events, by all 
means use it. Do not attempt to study 
the night before the first examination. 
If you have arrived at this point and still 
do not know enough about the examina- 
tion subject matter to pass you certainly 
will not improve your position by trying 
to cram, either then or between the ex- 
aminations. The questions asked simply 
require clear thinking and an application 
of the knowledge you have gained as a 
student-in-accounts. In recent years they 
have usually been straight forward prob- 
lems comparable to those met by the 
practising chartered accountant. 


If you have faithfully carried out your 
study program it is probable that the 
first examination will prove a pleasant 
surprise for you. Do not become over 
confident. Make up your mind to write 
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as much as you know about the subject 
matter of each question you attempt. In 
the first two auditing exams of the final 
examinations the time allowed is usual- 
ly ample to write all one knows about 
the subject matter of the question asked. 
If you find yourself confronted with a 
large mechanical problem on either of 
the first two auditing papers, answer the 
written questions first and spend enough 
time on them to get your ideas on paper. 
It is a good policy tq write something on 


every question asked. If you have some 
of your ideas clearly expressed in writing 
the marker will, in all probability, give 
you some marks for the question. Re- 
member, it is often only a few marks 
which separates success from failure. In 
Auditing III and the three Accounting 
examinations of the finals the time factor 
is all important, and it is here that the 
strict time limits which you set for your- 
self in writing prior years’ examination 
papers will pay dividends, if adhered to. 


WHAT’S IN A NAME! 


The Canadian Institute of Chartered Accountants lists among its members accountants 
with the following given names — Winston Churchill in Nova Scotia, Gladstone in 
Manitoba, Ramsay Macdonald in Ontario and David Lloyd George in Alberta. 

Expressions of parental party politics, no doubt! 
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tess English accounting profession 
has always been deeply concerned 
with the education and training of young 
men and women, its interest motivated by 
the premise that this background was 
basic to the maintenance of high intel- 
lectual and ethical standards of the ris- 
ing generation of practitioners. 

This paper is restricted to a considera- 
tion of the educational procedures of the 
Institute of Chartered Accountants in 
England and Wales, as the entrance re- 
quirements of the Society of Incorporated 
Accountants and Auditors and other 
groups vary too widely to be considered in 
the present limited survey.1 However, 
many of the comments on recent changes 
in the English educational system, which 
are based on a study made in England in 
the summer of 1952, have application 
beyond the confines of the Institute. 





Admission Requirements 
Admission to the English Institute, 


1 For a discussion of the over-all educational 
picture in England see Cousins, Donald, 
“The Advance of Professional Education”, 
The Accountant, October 1, 1949, pp. 356- 
360, and Murphy, Mary E., “The Education 
and Training of English Accountants”, The 
Accounting Review, December 1938, pp. 
404-410. 





The English Educational 
Pattern for Accounting 


By Mary E. Murphy, Ph.D. (London), C.P.A. 
Professor, Los Angeles State College of Applied Arts and Sciences 


Can the English Institute maintain its 20-year emphasis 
on training in face of the trend towards academic instruction? 
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over the years, could be gained only by 
serving for a specified period under 
articles with a member of the society prac- 
tising as a public accountant in England 
or Wales and by passing the Institute's 


professional examinations. No person 
was admitted to membership without 
meeting these requirements, with the 
exception of the original and early mem- 
bers for whom special provisions were 
outlined in the Royal Charter of 1880.? 
These fundamental requirements, articles 
and examinations, were not made to re- 
strict membership by any artificial means, 
but rather to ensure that admission to 
the Institute was granted only to indivi- 
duals who were capable of assuming the 
heavy responsibilities of public account- 
ancy. The English universities had al- 
most no part in training for the profes- 
sion and, similarly, the Institute was not 
primarily concerned with accounting 
courses offered by such institutions as the 
London School of Economics.’. Instead, 


2 Women have been eligible for examina- 
tions and admission to the Institute since 
the passage of the Sex Disqualification (Re- 
moval) Act of 1919. However, on Janu- 
ary 1, 1951, out of a total Institute mem- 
bership of 15,260, only 135 were women. 

3 The London School of Economics and 
Political Science was founded in 1895 by 
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professional leaders joined in the belief 
that academic training in theory was not 
a logical substitute for practical business 
experience. 

The preliminary examination of the In- 
stitute was conceived as a test of general 
education, the majority of articled clerks 
obtaining exemption by means of a recog- 
nized certificate of matriculation standard. 
Both the intermediate examination (taken 
at completion of half of the articles) 
and the final examination (given at ter- 
mination of articles) are professional 
tests. The current syllabus for the first- 
named follows:* Bookkeeping and Ac- 
counts (including Limited Companies), 
3 hours; Bookkeeping and Accounts (in- 
cluding Partnership), 3 hours; Bookkeep- 
ing and Accounts (including Executor- 
ship), 3 hours; Auditing (including In- 
vestigations), 3 hours; General Commer- 
cial Knowledge (including the Elements 
of English Law), 3 hours; Taxation and 
Cost Accounting, 3 hours. The final 
examination of the Institute is covered 
by the following syllabus:5 Advanced 
Accounting (Part I), 3 hours; Advanced 
Accounting (Part II), 3 hours; Auditing 
(including Investigations), 3 hours; 
Taxation, 3 hours; General Financial 
Knowledge and Cost Accounting, 3 


Ie was con- 


Sidney and Beatrice Webb. 
verted to a large institution at the end of 
World War I, and the Sir Ernest Cassel 
Foundation set up early in 1919 led to the 
establishment of a Commerce Faculty and 
Degree. The first Cassel Professorship in 
Accounting and Business Methods was held 


by L. R. Dicksee, later succeeded by 
F. R. M. dePaula. In more recent years 
Stanley W. Rowland and, on his death, 
William T. Baxter assumed charge of ac- 
counting courses. 

A detailed description of the coverage of 
these examinations is contained in General 
Information and Syllabus of Examinations, 
May 1952 Examinations, Institute of Chart- 
ered Accountants in England and Wales, 
1952, pp. 46-52. 

5 Ibid. 


hours; English Law (Part I), 3 hours; 
English Law (Part II), 3 hours. 


In recent years it has been suggested 
that an industrial paper should be includ- 
ed in the Institute’s testing program, 
either as an alternative subject for those 
who intend to enter private industry, or 
as a compulsory subject because cost ac- 
counting has assumed such importance in 
modern British practice.* 


Decline in Numbers Passing 


The decline in the number of candi- 
dates passing the intermediate and 
final tests of the Institute has been 
of grave concern to that body. Rea- 
sons given for this situation include 
the reduction of articles from the cus- 
tomary five years to three years in re- 
cent times, and the direct final for some 
candidates who would normally be elim- 
inated by the intermediate examination. 
In 1951 the Institute Council decided 
that in cases of bad failures in examina- 
tions, the failure notice should show the 
aggregate marks gained, the object being 
to assist the candidates and guide their 
principals in advising their clerks on the 
future course of action.’. 


6 Sanders, G. S., “The Accountant in Prac- 
tice”, a paper read at the Sixth International 
Congress on Accounting, reprinted in The 
Accountant, July 12, 1952, pp. 35-42. 
“Many feel that the training of the embryo 
accountant up to the stage of his examina- 
tion should be on broad general principles 
and not too specialized in one direction or 
another . . . A broad training, leaving 
specialization to be treated as a post-graduate 
feature, is more important. This might be 
incorporated as a means of qualification of 
fellowship. . . . It was only in 1951 that 
the Institute of Cost and Works Account- 
ants . . . provided that its fellowship shall 
go to those accountants who have a quali- 
fication the equivalent of its associateship, 
and add to it the passing of a special paper 
in management and accounting.” 

7 An analysis of the November 1950 inter- 
mediate examination results indicated that 
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In spite of some opinion to the con- 
trary, the Institute has continued to em- 
phasize that “a person cannot be a chart- 
ered accountant unless he knows how to 
do the work of his profession and this 
knowledge can be acquired in one way 
and one way only — by learning as an 
apprentice under the guidance of others. 
A person might be a brilliant theorist and 
yet have no hope whatever of being able 
to succeed in practice as a chartered ac- 
countant . . . The system of training 
under articles should be regarded as a 
composite whole, having three main as- 

s — practical training, theoretical 
study, and wide education.” Under pres- 
ent conditions, articles may be transferred 
by mutual agreement to permit a clerk to 
secure part of his training in a London 
office and the remainder with a pro- 
vincial firm, service abroad for not 
more than six months is possible and, 
since 1948, the clerk may, with the 
consent of his principal, spend periods 
not amounting to more than six months 
in all in an industrial, commercial, or 
other suitable organization approved by 
the Institute’s Council. In the last 
instance, approval is given only where 
the organization is one in which 
the clerk is likely to obtain valuable 
experience he could not otherwise obtain 
during his service under articles and 
where a senior official of the company 


42% of those sitting passed, but 53% of 
those taking the test for the first time 
were successful. Considering only those 
candidates who were making this first at- 
tempt and had not been exempted from 
the intermediate examination, the percent- 
age was as high as 64, only 9 of the 155 
classified as bad failures in the May 1950 
intermediate test succeeding in passing this 
examination at subsequent attempts. In 
contrast, in the four years before World 
War II, the percentages of candidates pass- 
ing the intermediate and final examinations 
total 45 and 58, respectively. In Novem- 
ber 1949 the percentages stood at 39 and 
48, respectively. 








The English Educational Pattern of Accounting 25 





assumes responsibility for the clerk's 
training. 

Each member of the Institute is per- 
mitted to have two articled clerks on his 
staff. In the past, the parents or 
guardians of the clerks paid a premium 
to the principal at the time of signing 
the articles, this fee ranging from 100 to 
300 guineas depending on the firm’s pres- 
tige. At the present time, however, in 
the majority of cases no payment is re- 
quired and in some instances a salary is 
given during service.® 


Preliminary Trial 


In August 1946 the Institute’s Council 
recommended that normally there should 
be a period of service in the office of the 
principal prior to the signing of articles 
during which the clerk can decide 
whether the profession is to his liking, 
and the principal may estimate whether 
the clerk is suitable for the profession. 
Further recommendations were made by 
the Council in February 1948, as fol- 
lows:® 

It is essential that an articled clerk's 
duties should be properly planned in order 
to afford him the requisite opportunities 
and experience, of which a statement from 
the principal is required in due course in 
support of the clerk’s application for ad- 
mission to membership. So far as prac- 
ticable he should be engaged on all types 
of work passing through the office, in 
such a manner as will enable him to ob- 


8 The Institute’s Council stated its opinion in 
August 1946 that “no youth of real ability 
and character should be prevented by lack 
of means from entering into articles”. It 
emphasized “the growing practice in ap- 
propriate cases of granting articles without 
premium and/ or of paying a salary”. It 
also commended the practice, where a 
premium is paid, of returning such 
premium or a substantial part thereof dur- 
ing the period of service. 

9 Educaticn and Training for Membership, 

a Report by the Council of the Institute of 

Chartered Accountants, March 1951, p. 8. 
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tain the maximum benefit having regard 
to the stage reached in his training. 


Both before and after World War II 
the English profession was challenged to 
take a more active interest in the educa- 
tion and training of articled clerks 
through a detailed examination of the 
system leading to decisions, for instance, 
as to whether a university degree should 
be a prerequisite for articles, the exam- 
inations of the Institute should be revised 
with less emphasis upon bankruptcy and 
increased attention to economics and sta- 
tistics, and the work of the students’ so- 
cieties revitalized. Clearly a demand was 
evident for greater coordination of the 
activities of the Institute and other ac- 
counting societies and of university 
authorities relative to the coverage of 
courses in accounting, auditing, and allied 
fields. By mid-1945 twelve universities 
and university colleges were participating 
in a scheme by which it became possible 
for a student to take a degree and be- 
come a chartered accountant in 534 
years.1° Of this period, 23/4, years were to 
be spent at the university and the re- 
maining period in an accountant's office, 
partly before going to the university but 
largely, and at least one year, after 
graduation. 


— 


10 University of Birmingham, B.Com.; Uni- 
versity of Bristol, B.A. (Com.); University 
of Durham, B.Com.; University College, 
Hull (extended B.Com. of University of 
London); University of Leeds, B.Com.; Uni- 
versity of Liverpool, B.Com.; University of 


London, B.Com. (at the London School 
of Economics); University of Manchester, 
B.A.(Com.); University of Nottingham, 
B.Com.; University of Sheffield, B.A. 
(Econ.); University College, Southampton, 
B.Com.; University of Wales, B.A. To 
this list the B.S.(Economics) of the Uni- 
versity of London later was added, except 
when the degree was taken in the evening 
session. Although both Oxford and Cam- 
bridge are represented on the Joint Com- 
mittee, neither has adopted the scheme. 


University Degree Course 


If a candidate graduates after taking 
an approved degree course, the Institute 
“may permit the whole or such part as 
it considers desirable of the period dur- 
ing which the articled clerk attended at 
the university or university college to be 
deemed to be service under articles. In 
no case may an articled clerk present 
himself for the final examination until he 
has completed at least three years’ service 
in the principal’s office or business of a 
public accountant." Approved degree 
courses afford the English universities the 
opportunity of providing students with 
both a liberal education and a technical 
training. They consist of accountancy, 
including costing, auditing and taxation, 
3 sessions; economics, 3 sessions; and 
law, including principles of English law, 
law of contracts, commercial law and 
executorships, 3 sessions. One of the 
problems facing the profession at the 
present time would seem to be con- 
cerned with the sustenance of intellectual 
growth of university graduates in the pro- 
fession during the initial period of 
routine work.’? Some skepticism appears 
to persist in England relative to the 
efficacy of university training for the pro- 
fession as can be seen from the follow- 
ing remarks of a former president of 
the Institute of Chartered Accountants: 
“Personally, I do not think it necessarily 
follows that university graduates make the 
best accountants, nor does it follow that 
those who have taken an arts degree are 
11 The Accountant, November 13, 1948, 

p. 400. 

12 General Information and Syllabus of Ex- 
aminations, op. cit., p. 17. As one Institute 
Council statement explained it: “After the 
wider outlook obtained from university 
training, most graduates who enter into 
articles may find their work in the eariy 
stages somewhat uninteresting. . . . They 
will soon appreciate that routine work is 
an essential foundation for their future 
progress in the profession.” 














any less fitted than those who took science 
or mathematics.’’1% 


When the Report of a Special Com- 
mittee on Education for Commerce was 
published in 1949, the Council of the 
Institute announced it could not support 
its proposals, which were seen to involve 
the following modifications in education 
and training for the profession:1* 

1. Raising to at least 18 years the age at 
which articles could be signed by clerks. 

2. Confining vocational education, up to the 
age of 18, to what are called “general 
commercial subjects”, these courses to be 
offered in technical and commercial col- 
leges and to be taken by students interested 
in becoming members of an accountancy 
body and by many others. 

3. Amending, initially, the syllabus of the 
Institute’s intermediate examination to in- 
clude only “general commercial subjects” 
so that, by similar amendment of the syl- 
labuses of all’ accountancy bodies and of 
other bodies, all the syllabuses would be of 
a uniform nature; eventually the recommen- 
dations would involve the virtual elimina- 
tion of the Institute’s intermediate exam- 
inations by providing exemptions for per- 
sons who (as a result of their vocational 
education in technical and commercial 
colleges) have obtained a revised form of 
the existing “ordinary vocational certi- 
ficate for commerce”. 

4. Coordinating the syllabuses for the final 
examination of the Institute and other 
bodies to remove what is called “unneces- 
Safy variation in syllabuses in common 
subjects”. 

5. Partially exempting from the final exam- 
ination the holders of a revised form of 
the existing “higher vocational certificate 
for commerce”. 


18 Sir Harold Howitt in his Cantor Lecture 
before the Royal Society of Arts, February 
19, 1951, “Training for Accountancy,” re- 
printed in The Accountant, August 11, 
1951, pp. 126-130. 

14 The Committee’s Chairman was Sir Alex- 
ander Carr-Saunders, Director of the London 
School of Economics. Its Report was pub- 
lished by His Majesty's Stationery Office in 

1949, p 80 








The English Educational Pattern of Accounting 27 







6. Replacing existing methods of tuition by 
the introduction, in technical and com- 
mercial colleges, of courses standardized 
on an “all-purpose” basis so that students 
studying for the tests of different account- 
ancy bodies would take the same course 
(without the measure of standardization in- 
volved in one to four above, this recom- 
mendation could not be implemented). 

7. Adopting the “sandwich” principle during 
the articles whereby the courses in tech- 
nical and commercial colleges would be 
taken in the daytime concurrently with 
practical training. 

It was felt by the Institute’s Council 
that these recommendations “if put into 
operation in relation to persons wishing 
to qualify for membership . . . would 
undermine the whole system of training 
under articles”.1° Based on this premise, 
the Council sent a delegation to the Min- 
istry of Education for the purpose of re- 
moving some misunderstandings regard- 
ing the position of the Institute, the pro- 
posed county colleges to be set up under 
the Education Act, 1944, to cater to 
young people under 18 not receiving 
full-time instruction elsewhere, and the 
Carr-Saunders Report. As a result of 
this meeting, “it was understood that the 
Ministry, after reviewing the Institute’s 
method of training articled clerks, had 
no intention of interfering in any way 
with the profession and, further, would 
not consider any move which might affect 
the Institute without full prior discussion 
with it’’.1¢ 


Future Development 


The foregoing discussion of the tradi- 
tional mode of preparation for profes- 
sional accountancy in England and of 
modern variations in this pattern raises 
a number of questions which shed light 
on the desirable development of educa- 
tional standards in that country in the 
years ahead. These issues have important 
implications for the profession in other 


15 The Accountant, May 9, 1950, p. 472. 
18 The Accountant, October 20, 1951, p. 350. 
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countries where educational programs are 
being critically examined in the light of 
current requirements. One arises from 
the question of whether the Institute of 
Chartered Accountants can maintain its 
70-year emphasis of training under 
articles as the best approach to profession- 
al technique because of modifications sug- 
gested by the Carr-Saunders Report, the 
eventual implementation of the county 
colleges scheme, and the strengthening 
of liaison between professional account- 
ancy and the universities. It would seem, 
too, that the dissatisfaction expressed by 
university graduates concerning the 
routine imposed at least during the 
initial period of articles, and the un- 
satisfactory trend in pass percentages in 
both the Institute’s intermediate and final 
examinations merit careful study by the 
Council. If the percentage of failures 
persists in the future, for instance, there 
may be reasonable grounds for reassessing 
the whole Institute training scheme, con- 


sidering whether, for instance, reliance 


on tutorial colleges, correspondence 
courses, and students’ societies to pre- 
pare candidates for tests should be shifted 
to greater emphasis of whole or part- 
time university professional education. 
Encouragement should be given prac- 
titioners and professors to write texts in 
a variety of fields where insufficient ma- 
terial now exists, especially theory of ac- 
counts, cost accounting, internal auditing 
and systems, and to extend research in 
taxation, the definition and statement of 
income, and the form and content of 
financial statements. 


These and other moot points have an 
important bearing on the return of Eng- 
land to national prosperity and interna- 
tional prestige. Falling behind in educa- 
tion for business management in all of its 
aspects after World War I, she has never 
gained lost ground, partly because some 
of the most influential English universi- 
ties have continued to oppose the intro- 
duction of accounting and business 


management courses on an equal footing 
with the liberal arts curriculum. Per- 
haps a redesign of accounting courses, 
with less concentration on their technical 
and more on their liberal aspects, especial- 
ly on the history of accounts and the con- 
tribution of accountancy to the national 
economy, the enlargement of research, 
and the preparation of scholarly treatises 
in the field, would break down some of 
this age-old prejudice. 


International Exchange 
of Aims and Metho 


It is essential that the exchange of 
aims and methods of teaching in the 
fields of public and private accountancy 
between English, Canadian, American, 
and Australian universities and profes- 
sional bodies should be fostered by 
every conceivable means. One sugges- 
tion is that an outside expert, an educa- 
tor or educator-practitioner from Canada, 
the United States or some other country, 
who has wide understanding of English 
professional developments over the years, 
be selected by the Institute of Chartered 
Accountants to aid its Council in making 
a thorough survey of the traditional edu- 
cational pattern and in designing, if 
deemed necessary, a series of proposals 
for the realignment of this pattern to 
meet the needs of modern times. This 
project should be sponsored by the In- 
stitute in the spirit in which it is tender- 
ed, namely, as the proper method of 
bringing an informed opinion to bear 
on the question of educational and 
training standards necessary to prepare 
the rising generation of English account- 
ants for ever-widening duties both at 
home and abroad. The recently adopted 
decision of the American Institute of Ac- 
countants to survey its own educational 
and examination structure would lend 
weight to the English project. Another 
significant development is the foundation 
of the Stamp-Martin Research Chair of 
Accounting by the Society of Incorporated 
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Accountants and Auditors, with its hold- 
er, at the present time F. Sewell Bray, 
expected to maintain contact with the 
universities, learned societies, and ac- 
counting bodies throughout the world, 
and to take special interest in education 
for the profession. 

Frequently there is not sufficient time 
in the busy practitioner’s life to assess 
developments lying outside the confines 
of professional appointments, or the 
essential aloofness is not present to en- 
sure impartial perspective and recom- 
mendation. Not only would the pro- 
posed survey indicate whether present 
methods are correctly conceived by the 
English Institute in view of long-term 
objectives, but it would lead to the con- 
ception of educational programs well in 
advance of national requirements. In ad- 
dition, it should do much to enhance the 
application of accounting techniques as 
an aid to business management, thus sup- 
plying one vital impetus to the British 
economy. 


Reconsideration 
of Educational Standards 


In his Education for a World Adrift, 
a distinguished English educator, Sir 
Richard Livingstone, provided one of the 
best arguments for wide education in all 
phases of business management when he 
said: 


All men need to make a living — not 

a bare one, but the best that conditions 

allow. All men live in a society. All 

men have a personality to develop and the 
power of living ill or well. For all these 
education must provide, and it must there- 
fore include a material element, a social, 

or as the Greeks would have called it, a 

political element and a spiritual element. 

Men must learn to earn a living, to be 

good members of a society and to under- 

stand the meaning of the phrase the “good 
life’; and education must help them to 
achieve these three ends. 

Application of these educational ob- 
jectives — the enlargement of mental 
horizons beyond the immediate technical 
task at hand — holds much that is chal- 
lenging to the English accounting pro- 
fession and, indeed, to public accountancy 
in all parts of the world. The impera- 
tiveness of reconsidering English educa- 
tional standards is implicit in the gravity 
of the economic and financial problems 
facing the nation. It exists, however, 
wherever the contribution of accountancy 
to society has achieved a place of such 
importance that an obligation is recog- 
nized to clarify educational standards in 
response to current demands and to 
elevate them to a level commensurate 
with those of the other learned profes- 
sions. 





Professional Notes 


C.LC.A. NEWS 
Committee on the Bank Act 

A committee, under the chairmanship of 
Mr T. A. M. Hutchison, with one section 
in Toronto and the other in Montreal, has 
been set up by the Executive Committee of 
the C.L.C.A., subject to ratification by the 
Council, to consider recommendations for 
amendments to the Bank Act, which comes 
up for its decennial revision at the next 
session of Parliament. Meanwhile a study will 
be made by the Committee of those sections 
of the Act which relate particularly to the 
financial statements of banks and to the 
rights and duties of the auditors. 


Recruitment and Training 

Two new members have been added to 
the Committee on Recruitment and Train- 
ing for Professional Accountancy. Mr. 
Frank Woods, The Moore Corporation, 
Toronto, will represent the viewpoint of in- 
dustry and Mr F. L. Norwood of London, 
Ontario, will represent the practitioner. Two 
new pieces of literature have recently been 
distributed to help those who are thinking of 
a career in chartered accountancy. The Que- 
bec Institute has issued an 8-page illustrated 
brochure printed in two colours on glossy 
paper and entitled “Selecting Your Career”. 
The Saskatchewan Institute has published an 
8-page folded leaflet, also printed in two 
colours with line illustrations, called “A 
Young Man Looks To The Future”. There 
is no doubt that the problem of attracting 
more students into the profession or attrac- 
ting more students of a certain type is and 
will remain a vital one for many years to 
come. 


C.I.C.A. Mid-Year Executive Meeting 

The C.I.C.A. Executive Committee met in 
Toronto on May 7 and 8 for its regular mid- 
year meeting, and various reports and re- 
commendations are being sent to Council 
members across the country. The Executive 
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Committee confirmed the following C.I.C.A. 
staff appointments: 
Mr M. I. Pierce—Assistant Secretary— 
Publications and Taxation. 
Miss G. Mulcahy—dAssistant Secretary— 
Education and Examinations. 
Mr R. Englebert—Assistant Secretary— 
Administration and Recruitment and 
Training. 


ALBERTA 


Collins & Hames, Chartered Accountants, 
announce the opening of their new offices at 
207 Insurance Exchange Bldg., Calgary, Alta. 


BRITISH COLUMBIA 


Plommer, Whiting & Co., Chartered Ac- 
countants, announce the dissolution of 
partnership. Mr J. J. Plommer, C.A. will 
continue the practice of his profession at 
611 Credit Foncier Bldg., Vancouver, and 
Mr R. H. N. Whiting, C.A. will carry on 
the practice of his profession at 701 Credit 
Foncier Bldg., Vancouver. 

* 


Mr Roy A. Shand, C.A. announces the 
opening of an office for the practice of his 
profession at 301-525 Seymour St., Vancou- 
ver. 


* * 


Clarkson, Gordon & Co., Chartered Ac- 
countants, announce the admission to 
partnership of Mr R. H. Ellison, C.A. 


* 


* 


* 
Gibbs & Jermain, Chartered Accountants, 


announce the removal of their offices to 302 
Times Bldg., 630 Fort St., Victoria. 


* 


ONTARIO 
The annual meeting of the Chartered 
Accountants Students’ Association of On- 
tario took place at the 48th Highlanders’ 
Memorial Hall, Toronto, on May 12, 1953. 
The Council members elected for 1953-54 

















were as follows:—G. D. McLeod, president; 
F. W. Hurst, C.A., vice-president; R. H. J. 
Cutmore, secretary; W. R. N. Campbell, 
treasurer; J. Harper, C.A.. W. A. Bradshaw, 
W. H. Broadhurst, L. H. Millen, J. Patterson, 
A. N. Scott. 

Following the meeting there was a smoker. 

* * * 


Clarkson, Gordon & Co., Chartered Ac- 
countants, announce the admission to partner- 
ship of Messrs D. I. Webb, C.A., and W. L. 
MacDonald, C.A. 

* * * 


McDonald, Currie & Co., Chartered Ac- 
countants, announce the admission to 
partnership of Messrs Richard K. Moore, 
C.A. and Dennis A. Ross, C.A. 


* * * 


Mr E. J. McCormack, C.A. announces 
the removal of his offices to Strathgowan 
Bldg., 2249 Yonge St., Toronto. 


QUEBEC 

Messrs Henry Dainow, B.Com., C.A. and 
Daniel Breitman, B.Com., C.A. announce the 
formation of a partnership for the practice 
of their profession under the firm name of 
Henry Dainow & Co., Chartered Accountants, 
with offices at 417 St. Peter St., Montreal. 


News of Our Members 





Mr Frank L. Day, C.A. (Ont.), has been 
appointed secretary-treasurer of H. Corby 
Distillery Limited & Subsidiaries, Montreal. 


* * * 
Mr M. F. MacKenzie, C.A. (Alta.), has 


been elected president of the Kinsmen Club 
of Red Deer, Alta. 


* * * 





Mr J. B. Macmahon, C.A. (Alta.), has 


been elected president of the Edmonton 
Optimist Club. 


Professional Notes 
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S. A. Doubilet & Co., Chartered Accoun- 
tants, announce the removal of their offices 
to Ste. 610, Railway Exchange Bldg., 637 
Craig St. W., Montreal. 


2 * * 


Mr H. N. Dobrin, C.A. announces that 
he is carrying on the practice of his pro- 
fession under the firm name of H. N. Dobrin 
& Co., Chartered Accountants, with offices 
at 694 St. James St. W., Montreal. 


Deloitte, Plender, Haskins & Sells, 275 
St. James St. W., Montreal, announce the 
admission to partnership of Messrs C. Don- 
ald Fraser, C.A. and Peter S. Leggat, C.A. 


* x * 


Stein & Wagner, Chartered Accountants, 
announce the removal of their offices to 1224 
St. Catherine St. W., Montreal. 


SASKATCHEWAN 


A Bill to incorporate the certified public 
accountants in Saskatchewan has been passed 
subject to certain provisos. The Act will not 
be promulgated unless a favourable report 
is received from a special committee set up 
to review the whole field of accounting. In 
the event of an adverse report the Bill will 
be reconsidered next year. 











Mr I. E. Laws, C.A. (N.B.), has been 
elected president of the Council of the 
Society of Industrial and Cost Accountants 
of New Brunswick. 

* x * 

Mr J. H. Moore, C.A. (Ont.), has been 
appointed director of finance and treasurer of 
John Labatt Limited, London, Ontario. 

ae * * 

Mr Marcel Belanger, C.A. (Que.), was 
guest speaker recently at the Richelieu Club 
of Shawinigan Falls, Que. 
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Obituaries 


Harry T. Ross 

The Institute of Chartered Accountants of 
Saskatchewan announces with regret the 
death of Harry T. Ross on January 17, 1953. 

Mr. Ross was born in Pembroke, Ontario, 
in 1889. Moving to Regina, he became a 
member of the Institute in 1920 while with 
Gladwell, Wilson & Co. In 1923 he went to 
Winnipeg and was there associated with 
George A. Touche & Co. until the time of 
his death. 

To his widow and family the members of 
the Institute extend their sincere sympathy. 


Col. E. T. Pointon 


The President and Council of the Institute 
of Chartered Accountants of Ontario an- 
mounce with regret the sudden death of 
Colonel E. T. Pointon, O.B.E., C.A., on 
Thursday, May 21, 1953, in Toronto. 

Born and educated in Owen Sound, Col. 
Pointon served in the first World War. On 
his return to civilian life, he became a 
student-in-accounts and was admitted to 
membership in the Institute in 1925. He 
was for many years associated with the firm 
of Edwards, Morgan and Company but left 
to become a partner in the brokerage firm 
of Cameron, Pointon and Merritt. 

During the second World War he served 
as Deputy Chief Paymaster of the Canadian 
Army overseas and as Deputy Paymaster 
General of the Department of National 
Defence, Ottawa. He retired from the 
Army to become a partner of J. H. Crang 
& Company, Stockbrokers. 

To his brother and sisters, the Institute 
extends sincere sympathy. 


Harold Alfred Bennett 

The Institute of Chartered Accountants of 
Alberta announces with regret the death of 
Harold Alfred Bennett in his 26th year on 
April 23, 1953. 

Mr Bennett was born and educated at 
Medicine Hat, Alberta. During his high 
school years he was a top student and 
president of the Students’ Union. Later he 
became president of the Medicine Hat 
Junior Chamber of Commerce. 

Mr Bennett was admitted to the Alberta 
Institute on February 2, 1952 and joined 
partnership with Mr J. C. Miller of Medicine 
Hat, Alberta, on September 2, 1952. 

To his family the members of the In- 
stitute extend their sincere sympathy. 


Charles James Parker 


The President and Council of the Institute 
of Chartered Accountants of Ontario an- 
nounce with regret the death of Charles 
James Parker, C.A., in Brantford on April 4, 
1953. 

Mr. Parker was born in Brantford in 1879. 
After graduating from Brantford Collegiate, 
he was employed with several industrial 
companies. He became a chartered account- 
ant in 1906, and practised his profession 
from that time. 

In 1922 he was elected Mayor of Brant- 
ford. Throughout his career he was active 
in civic affairs and was a past Grandmaster 
of Harmony Lodge, IOOF, and Past Master 
of Doric Lodge, AF and AM. 

To his brother, the Institute extends its 
sincere sympathy. 
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AN ANALYSIS OF PRESENTATION 
TECHNIQUES IN ANNUAL FINANCIAL REPORTS 







V. THE AUDITOR’S REPORT* Desirability of Clarity 


tae auditors of all companies incor- and Catena of a 

porated in Canada are required In Bulletin No. 6 the Committee on 
to report each year to the shareholders. Accounting and Auditing Research 
This report often is, particularly in pointed out that readers of financial 
the case of companies whose shares are ‘eports were naturally confused by the 
widely held or where the ownership Variety of language used by auditors 


and the management are different in- to express essentially the same thoughts. 
dividuals, the only communication While the Committee recognized the 
between the auditor and his client, the ecessity of variations in wording to 
shareholders. deal with special circumstances, it be- 

In his text on auditing the late Col. lieved that it was desirable that a uni- 


R. H. Montgomery emphasized the form form of auditor’s report should 


importance of a well-worded, readily ns res ho al al oor gee a 
understandable auditor’s report. er ——— 


; pera that where the auditor was reporting 
What shall it benefit the client if the on the statements of a company incor- 
auditor performs the highest grade of pro- porated uader the Companies Act 
fessional work and is unable to present his 1934 (Canada) and was in a position 


results in a form acceptable and compre- lified Ee hi 
hensible to his client? Yet this happens to express an unqualiied opinion, his 
report should read as follows: 


every day, chiefly because some auditors 





















apparently prepare reports for themselves To the Shareholders of 

rather than for those whom they are sup- ...-.eseceseeceeseeseeeeceees Company Limited. 
posed to enlighten. So far as possible, the I have examined the balance sheet of 
auditor should imagine himself in his ie fhe ite te Company Limited 
client’s position and consider what he I tas a centre ee ki 1005 and the 
would want if the work were being done statements of profit and loss and surplus 
for him. The examination may be started for the year ended on that date and have 
under most favourable auspices, and it may obtained all the information and explana- 
be executed in an excellent manner, but if tions I have required. My examination 
it is not reported effectively, the first two included a general review of the account- 
factors will go for nought. ing procedures and such tests of account- 






* The first four articles in this series, appearing in the March, April, May and June isues re- 
spectively, dealt with balance sheet items, statements of profit and loss, and surplus. 
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ing records and other supporting evidence 
as I considered necessary in the circum- 
stances. 

In my opinion the accompanying bal- 
ance sheet and statements of profit and 
loss and surplus are properly drawn up 
so as to exhibit a true and correct view 
of the state of the affairs of the company 
as at and the 
results of its operations for the year ended 
on that date, according to the best of my 
information and the explanations given to 
me and as shown by the books of the 
company. 


Chartered Accountant 


This recommended auditor's report 
not only complies with all the require- 
ments of the Act but is also a concise 
statement as to the general nature of 
the scope of the auditor’s examination. 
The Committee supported the growing 
practice of the auditor accepting re- 
sponsibility for the fairness of the 
presentation of the statements of profit 
and loss and surplus in addition to the 
balance sheet. 


Some years ago the Committee on 
Auditing Procedure of the American 
Institute of Accountants recommended a 
uniform wording for the auditor's re- 
port and, according to the latest survey 
of published financial statements in 
that country, this recommended form 
is used in almost 90% of the cases. 


Acceptance of Bulletin No. 6 


From the examination of the 1949 
and 1950 financial statements of Cana- 
dian companies, it was evident that 
there was little or no uniformity in 
form, wording or content of auditors’ 
reports in this country. The analysis 
of the auditors’ reports included in the 
1951 financial reports, as set out be- 
low, was especially interesting, since it 
brought to light the impact of Bul- 
letin No. 6. 


Auditors’ Reports 

in 1951 Financial Statements 

101 reports conformed in all respects, ex- 
cept as noted immediately below, with 
Bulletin No. 6. 

120 reports did not conform in all respects 
with Bulletin No. 6. 

58 reports were dated prior to Bulletin 
No. 6. 

Included in the 101 reports which 
conformed with the recommended 
wording were many which were altered 
slightly to meet the requirements of 
provincial statutes. In most of these 


instances, the only change in wording 
was the substitution of the sentence 
“all our requirements as auditors have 
been complied with” for the words 
“have obtained all the information and 
explanations we have required”. 


Variations from 
Recommended Wording 


A number of the reports classified 
as not conforming with the recom- 
mended wording were basically along 
the lines suggested, with minor, but 
apparently unnecessary, variations. An 
analysis of the 58 reports issued prior 
to Bulletin No. 6 and of the 120 issued 
subsequently which did not conform 
disclosed the following variations from 
the wording recommended by the 
Committee: 

79 used the words “audited or examined 

the books and accounts”, 
9 used the words “audited or examined 
the books” and 

13 used the words “audited or examined 

the accounts” instead of the words 
“examined the balance sheet and state- 
ments of profit and loss and surplus”, 

13 stated they had “examined the balance 

sheet” but did not refer to the state- 
ments of profit and loss and surplus, 
4 stated they had “examined the finan- 
cial records or the financial position”. 

In 35 of these reports the auditors 
stated that they had made a general 
review of the accounting procedures. 
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In 79 cases the auditors indicated that 
they had made tests of the records but, 
of these, only 48 indicated that the 
tests had been “as considered necessary 
in the circumstances”. 


In 93 instances the auditors limited 
their expression of opinion to the 
balance sheet only but the remaining 
85 included the statements of profit 
and loss and surplus within the scope 
of their opinion. Oddly enough in 12 
of the latter cases, the auditors stated 
that the three statements presented a 
true and correct view of the financial 
position rather than stating that the 
balance sheet reflected the financial 
position and the statements of profit 
and loss and surplus reflected the re- 
sults of the year’s operations. 


A Particularly Confusing Report 


The following auditor’s report, re- 
cently published, exemplifies unneces- 
sary variations and lack of precision 
in wording which leaves the reader in 
doubt as to what the auditor means: 


As instructed, we have completed the 
audit of the accounts of 
Limited for the year ended 31 December, 
1951. 

Cash and Bank Vouchers were checked 
in detail, and the balances verified by 
count or certificate as at 31 December, 
1951. 

The Bonds and Securities owned by 
your Company were verified by count or 
certificate from the Depository as at 31 
December, 1951. The income therefrom 
for the year under review was verified. 

The profit from the Subsidiary Company 
has not been included in the attached 
statements. 

We have examined the accounts of 

Limited for the year 
ended 31 December, 1951, and report that, 
subject to the above, in our opinion the 
attached Balance Sheet is properly drawn 
up so as to exhibit a true and correct 
view of the state of the Company’s affairs 
as at 31 December, 1951, according to the 


best of our information and the explana- 
tions given to us, and as shown by the 
books of the Company. We have obtained 
all the information and explanations we 
have required. 


This auditor’s report resembles a 
steeple chase in which the reader must 
clear the hurdles presented in the first 
three paragraphs before entering the 
home stretch of the opinion paragraph. 
However, the phrase “‘subject to the 
above” throws the reader into com- 
plete confusion and leaves him uncer- 
tain as to whether he has won out or 
not. 


The words “subject to the above” are 
ordinarily regarded as meaning that 
the auditor’s opinion is qualified but 
the reader is not told clearly the nature 
or extent of the qualification. In this 
case one may well wonder if the open- 
ing words of the report ‘“‘as instructed” 
indicate that the scope of the audit was 
limited by the terms of the engage- 
ment. The only other readily apparent 
reason for a qualification is the refer- 
ence to the non-inclusion of the sub- 
sidiary’s profit. If the latter is the 
case the subsidiary must be relatively 
very profitable since the value of the 
investment in the shares of the sub- 
sidiary amounts to only 1/64 of the 
net profit for the year. 


An accountant reading this report 
becomes more confused than ever by 
reason of the inclusion of the second 
and third paragraphs since he assumes 
that the auditor would automatically 
satisfy himself as to cash and bank 
balances and securities as part of his 
normal audit procedures. 


Uniform Report 
Adapted to Special Circumstances 


The following auditor's report illus- 
trates how special circumstances, in- 
cluding the provisions of a provincial 
Companies Act, can be explained to the 
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reader without deviating from the re- 
commended uniform wording. 
We have examined the balance sheet of 
as of December 31, 1951 
and the statement of profit and loss and 
earned surplus for the year ended on 
that date. Our examination included a 
general review of the accounting proced- 
ures and such tests of accounting records 
and other supporting evidence as we con- 
sidered necessary in the circumstances. 
During the year an amount of $150,- 
000.00 was appropriated as a reserve for 
future decline in inventory values; this 
amount is shown as a deduction from net 
income in the attached statement of profit 
and loss and is included in the reserve for 
future decline in inventory values deducted 


Books Received 


The Profits Tax, by Roy Borneman, 
Q.C. and Percy F. Hughes, A.S.A.A., 
2nd edition; published by Taxation 
Published Co., London; pp. 290, ap- 
pendices and index; price 21/6 

This book deals with computation 
of profits, gross and net relevant 
distributions to proprietors, distribu- 
tion charges, group liabilities, applica- 
tion to profits tax of income tax 
principles, avoidance provisions, as- 
sessment and collection of taxes. 


from inventories on the balance sheet. The 
statement of profit and loss does not in- 
clude a dividend of $229,359.00 received 
during the year from a subsidiary company, 
which has been shown as an addition to 
earned surplus. 

In our opinion, subject to the comments 
in the preceding paragraph, the accom- 
panying balance sheet and statement of 
profit and loss and earned surplus are 
properly drawn up so as to exhibit a true 
and correct view of the state of the affairs 
of the company at December 31, 1951 and 
the results of its operations for the year 
ended on that date and are as shown by 
the books of the company. All our re- 
quirements as auditors have been complied 
with. 


“Taxation” Manual, 7th edition; pub- 
lished by Taxation Publishing Co., 
London; pp. 361, appendices and index; 
price 20/7 

Since the last edition was published 
in 1950 the law relating to income tax 
in Great Britain has been consolidated 
in the Income Tax Act, 1952. There 
have also been two Finance Acts, and 
the resultant changes are incorporated 
in the new edition of this handbook. 















W* knew that the Companies Acts 
require a public limited company 
to “publish” certain financial informa- 
tion and that the required publication 
takes the form of sending the financial 
statements to shareholders before the 
annual meeting and also of filing the 
statements in a public office. Accord- 
ingly when we were in Ottawa one 
summer we resolved to see how “pub- 
lic’ was the filing of financial state- 
ments required by the Dominion Com- 
panies Act. We learned the location 
of the Secretary of State and proceeded 
from Mountie to Mountie down the 
big corridors of one of the wings of 
the Parliament Buildings finally arriv- 
ing at that office; only to find that the 
Companies Branch of the Secretary of 
State was in another less pretentious 
building across the street. 


This is of course what the man of 
research must expect and so we went 
cheerfully enough across the street. 
Arriving, we asked the lady in charge 
if this was the office where the finan- 
cial statements of all companies incor- 
porated under the Dominion Com- 
panies Act were filed. We were assured 
that it was, and the lady asked which 
company’s financial statements we should 


A manager’s contract contains a 
bonus clause which states that he is to re- 
ceive annually, 


in addition to his 
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J. E. Smyth, C.A., Editor 
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like to see. We had to admit that we 
had not given the matter much thought, 
and we were in the process of selecting 
some nice company when just by chance 
the lady happened to mention that it 
would cost a dollar to inspect the file of 
a company. 

At this point our jaw dropped some- 
what, for there are practical limits to 
one’s research. It seemed that an un- 
sympathetic legislature had placed most 
discouraging barriers in the way of 
honest investigation. From this point 
on we became rather more discriminat- 
ing in the choice of the company whose 
financial statements we wished to see; 
so discriminating in fact that we were 
unable to find a company that was 
quite suitable. 

But the lady in charge of the office 
was evidently not on a commission 
basis, and we parted on genial terms. 
We thanked her for her patience and 
disappeared forever with our copy of 
the Dominion Companies Act. 

From all of this we are, admittedly 
in somewhat belated fashion, able to 
report that we have excellent reason to 
suppose that the statements are actually 
on file in the office of the Secretary of 
State (Companies Branch), Ottawa. 





salary, a percentage of the profit (be- 
fore charging the bonus). The per- 


centage is to be calculated by dividing 
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ten times the year’s profit by the profit 
of a base year; viz., if the profit was 
the same as that of the base year, the 
percentage would be 10%, and if the 
profit was twice that of the base year, 
it would be 20%. 

Being a smart manager, his first year 
shows a profit of ten times that of the 
base year and the owners are shocked 
to find that the bonus works out at 
exactly the same amount as the profit! 
However on looking at the contract 
they find they can increase his salary at 


their discretion, retroactively, at the 
end of each year. 

Assuming the base year’s profit to 
have been $10,000, what increase in 
the manager’s salary will be most bene- 
ficial to the owners? 

(Contributed by a reader in Victoria, 
B.C., who protests that some of the 
recent puzzles have been too simple) 
Editor’s note: The above puzzle may 
be solved either by trial and error or 
by using elementary calculus. 


SOLUTION TO THE JUNE PUZZLE 


The initial steps in the solution are: 


The letter “‘o” (from line 2) cannot be zero or 1, i.e., o>1. 
Since o is at least 2, m<5, or line 2 would have 4 digits. 
Since n x n ends in “m”, m is not 2 or 3, but may be 4 or 1. 
Trial and error will show that m is not 4. 


Therefore m is 1. 
Therefore n is 9. 


139 
948 


Reve 
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PROBLEMS AND SOLUTIONS 


Qualified accountants have prepared the solutions appearing in this section, and 


the solutions reflect the personal views and opinions of their various contributors. 
should not regard them necessarily as models for submission to the examiner. 


Students 
The hope is 


rather that they will provide a basis for such discussion and explanation of the problems 


as will make their study beneficial. 
published. 


The editor will welcome discussion of the solutions 


PROBLEM 1 
Intermediate Examination, October 1952 
Accounting I, Question 4 (20 marks) 


P. Ltd. carries on a trading business with its head office in T. They decide to expand 
their sales outlets by opening an agency in V. The head office supplies the agency with 
a complete line of samples and a working fund of $1,000, which is to be maintained by 


the agency on the imprest system. 
are submitted to head office for approval. 
by head office. 


The agency takes orders for merchandise and these 
Shipments, billings and collections are handled 


The head office desires to keep its accounting records in such a manner that com- 
parative figures may be developed for the V agency and other agencies which may be 


established in the near future. 


The following are the transactions for the first month of the agency operation: 
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Head office establishes agency in V remitting to the local agent, Mr. S, a working 


fund of $1,000. 
Mr. S. opens a bank account in his own name in trust and deposits $800. 
Mr. S locates an office and pays rent for month, $100. 
The following bills are received and paid in cash 
Telephone company 
Newspaper advertisement 
Cleaning office 
Samples are sent from head office to the agency and charged at cost of $2,000. 
Agency pays freight, $100, on samples. 
Agency sends orders to head office for merchandise with a sales value of 
$5,000. 
The orders for $5,000 are received by head office and the merchandise is sent 
and billed to customers. The costs of goods billed to agency customers on the 
10th amounted to $4,000. 
Working fund report sent to head office with vouchers and requesting re- 
imbursement for all expenses up to the 10th. Report approved and paid by 
head office. 
Agency reports sarmples given out to date $200. 
Agency paid salary of stenographer $70. Head office paid salary of Mr. S, 
$300. (Ignore statutory or other deductions.) 
Agency sends further orders to head office for $8,000. 
The orders for $8,000 are shipped from head office direct to customers and 
billed. The cost of these goods was $6,500. 
Head office receives cash from agency customers, $3,000. 
Agency incurs expenses $50. 
Further samples are sent to agency valued at cost, $500. 
Head office receives cash from agency customers, $4,000. 
Further sales were reported, the orders being sent to head office for $6,000 
worth of merchandise. These goods were shipped and billed. The cost of 
these goods was $4,500. 
Mr. S. reported that he needed an automobile to canvass prospective customers 
and head office agreed to spend up to $3,000 for the purpose. Authorization 
was given to make the purchase and to send the invoice direct to head office 
for payment. 
Collections on agency accounts totalled $4,000. 
Head office received the invoice for the car, $2,890, purchased under the 
authorization given to Mr. S. 
Mr. S paid the stenographer’s salary, $70. Head office paid Mr. S’s salary, $300. 
30 Agency sent report to head office of all expenses paid to 30th inclusive since 
the previous reimbursement. 
The accounts are to be maintained in such a way that the agency results will show up 
separately in the head office books. 
Required: 
(a) Trial balance as at the month end of the accounts in the head office books relating 
to the agency operations. 
(b) Statement showing your computation of the profit or loss on the operation of 
the agency for the month. 
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A SOLUTION 
P LTD. 
TRIAL BALANCE OF AGENCY ACCOUNTS 
as at 30th September 
Accounts receivable 
Cash advance 
Samples 


Sales 
Cost of sales 


$19,000 


Automobile 

Salary — stenographer 
Samples used 

Rent 

Freight 


General expense 
Note: If a control account is used, the balance is $11,394 Dr. 


STATEMENT OF V AGENCY PROFIT AND LOss 
for the month ended 30th September 


$19,000 
15,000 


4,000 


Less cost of sales 


Gross trading profit 
Expenses: 
Manager’s salary 
Stenographic salary 
Samples 
Rent 
Freight 


Expenses 1,204 


$2,796 


Net trading profit 


EXAMINER’S COMMENTS 

Many students took the time to prepare journal entries and a complete set of accounts. 

These were not required by the question. 

The following interpretations by candidates were accepted: 

a) The cash advance might be shown as $810 because of the outstanding expense 
claim of $190 at 30 Sept. 

b) The freight might be apportioned to samples inventory and expense on the basis 
that freight was 5% of the first sample shipment to the branch and that therefore 
the freight applicable to the $200 samples given out was $10. 
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PROBLEM 2 
Intermediate Examination, October 1952 
Accounting I, Question 5 (10 marks) 

C, D, and E are partners in a small trading concern. They share profits and losses 
equally. On 30 Apr 1952 they decided to dissolve the partnership. You are appointed 
to act as liquidator in the dissolution. 

The partnership balance sheet at 30 Apr. 1952 is as follows: 

Cash in bank sccesssessseee 20,000 Accounts payable ........ $ 13,000 
Other assets ............. icine, LOROOO ~Capital— Go... , 50,000 


Profit and loss account ............. 18,000 ee aba 70,000 
sa ae eee eee 70,000 


$203,000 $203,00 


During the month of May 1952 you pay all of the accounts payable. The partners 
agree that you shall make a distribution on the last day of each month of all cash 
available after paying your liquidator’s fees. Transactions to the end of June are as 
follows: 

Book Value of Other _ Proceeds of Liquidator’s 
Assets Realized Realization Fees 

May 1952 $75,000 $36,000 $3,900 

June 1952 31,000 3,600 
Required: 

A schedule showing how the available cash is allocated to the partners at 31 May 
and 30 June. 


A SOLUTION 
DISTRIBUTION OF CASH ON LIQUIDATION 
oF C, D, E PARTNERSHIP 
Cc D E Total 
Capital as) at-30° Apr: 1952 <2i..cdaniccs. . $50,000 $70,000 $70,000 $190,000 
Less share of loss for period to date 6,000 6,000 18,000 


44,000 64,000 64,000 172,000 
Loss on disposal of assets May 1952 ............ 13,000 13,000 13,000 39,000 


31,000 51,000 51,000 133,000 
Liquidator’s fee May 1952 1,300 1,300 3,900 


49,700 49,700 129,100 
Cash distribution 31 May 1952 19,550 19,550 39,100 


30,150 30,150 90,000 
Loss on disposal of assets June 1952 3,000 3,000 9,000 


26,700 27,150 27,150 81,000 
Liquidator’s fee June 1952 1,200 1,200 3,600 


25,500 25,950 25,950 77,400 
Cash distribution 30 June 1952 9,283 9,283 27,400 


Balance of capital as at June 30 1952 $16,666 $16,667 $16,667 $ 50,000 
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Editor’s notes: 
(a) The amount of the cash distributions are calculated as follows: 
May 31 
Chain Ak EI, URIRTIMEE OE QUIN a isons creek ssnenicsassens eden . $20,000 
Less payment of accounts payable 13,000 


7,000 
Proceéds of realization 36,000 $31,000 


43,000 31,000 
Less liquidator’s fees So eS Caner Meters 3,900 3,600 


Cash available for distribution ....................:..0.ccccccccccscccosesssccesseessseses 39,100 $27,400 


(b) The ratio in which the cash is distributed among the partners should, as a general 
rule, be such as to leave the partners’ capital balances in the profit ratio (here, 1:1:1) 
after charging the loss on disposal of assets to date, the liquidator’s fees to date, and the 
cash distribution itself. This is because the total of the balances in the capital accounts 
then represents the maximum possible loss on assets not yet realized (i.e., the book value 
of such assets) and the partners would have to share this loss in the profit ratio. 

There is an exception to the general rule, however. It may be that the full amount 
of the cash available can be distributed to two of the three partners in their profit ratio 
and still leave their balances greater than that of the third partner. The cash should 
then be distributed between the two partners in their profit ratio. This is what happened 
at May 31. 


EXAMINER'S COMMENTS 
. Many students showed that they did not understand the Garner v. Murray principle for 
distributing cash to partners on dissolution of the firm. 
. A common misinterpretation of the question was to submit journal entries, ledger accounts 
of mere computations instead of the “schedule” required by the problem. 


PROBLEM 3 
Final Examination, October 1952 
Accounting II, Question 1 (10 marks) 


E, a farmer, has profits and losses on his farming operations as follows for the 
years 1 to 10 inclusive: 
Year Profit Loss 

$ 8,000 
10,000 
9,000 

5,000 
16,000 


ry 


$3,000 


INV ww bo 


15,000 
4,000 
9 10,000 
10 8,000 
E is married, with no dependents, and neither he nor his wife has other income. 
Required: 
Assuming the Act and Regulations as at 31 Dec 1951 apply throughout the ten 
year period state, with reasons, whether it would have been to E’s advantage to apply the 
loss carry-over provisions or the special averaging provisions available to farmers. 
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A SOLUTION 
FARMER E 
METHODS OF COMPUTING TAXABLE INCOME 











Taxable 
income Taxable income after averaging the years 






applying 1—5 
Year s.26(d) &6—10 i1—5 2—6 3—7 4—8 5—9 6—10 
















—T ....... $6000 $7,600 $ 7,600 $ 6,000$ 6,000 $ 6,000 $6,000 $ 6,000 

S . 8,000 7,600 «7,600 +~«=—«5,400 8,000 += 8,000 -~—S 8,000 ~___ 8,000 

ee 7,000 +«=«7,600=Ss«7,600 = «5,400 6,400 ~=-'7,000 = 7,000 ~—=7,000 i 
4 3,000 7,600 7,600 5,400 6,400 3,800 3,000 3,000 ; 
5 11,000 7,600 7,600 5,400 6,400 3,800 4,800 11,000 | 
Brits. — 3,200 _— 5,400 6,400 3,800 4,800 3,800 | 
© sx 9,000 3,200 6,000 9,000 6,400 3,800 4,800 3,800 
8 —— —< i — 3,800 4,800 3,800 

9 8,000 3,200 8,000 8,000 4,000 8,000 4,800 3,800 

10 6,000 3,200 6,000 6,000 6,000 6,000 6,000 3,800 


$58,000 $54,000 $58,000 $56,000 $56,000 $54,000 $54,000 $54,000 
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It is to D’s advantage to average in such a way that he will have taxable income 
in each year and thus can claim the $2,000 exemption in each of the ten years, and a 
resulting total taxable income over the ten years of $54,000. The loss carry-over provisions 
result in total taxable income of $58,000. 
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EXAMINER’S COMMENTS 


Many students did not know about the special averaging provisions, and a still 
larger number failed to realize that the difference in taxable income under each section 
was caused by the loss of exemption for married status in loss years under the loss 
carry-over provisions. A large number wasted time by attempting to compute total tax 
payable according to the requirements of each section of the Act. 
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PROBLEM 4 
Final Examination, October 1952 
Accounting II, Question 2 (10 marks) 
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At the end of its 1949 taxation year the A Co. Ltd. had undistributed income on 
hand (within the meaning of s. 73) of $100,000. In 1950 it made a profit of $35,000 after 
taxes and paid a dividend of $15,000. In 1951 it made a profit of $10,000 after taxes and 
paid a dividend of $25,000. The shareholders of the company were A, B and C; A holds 
60% of the shares, B and C 20% each. 

On 1 June 1952 the company went into liquidation and was wound up before the 
end of the year. Its financial statement for 1952 showed a profit made prior to winding- 
up in that year of $5,000 after taxes. 

Required: 

Outline the action that the company should have taken to ensure that the minimum 

amount of tax was paid by itself and its shareholders. 
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The Canadian Chartered Accountant, July, 1953 


A SOLUTION 


In order to minimize the taxes payable by itself and its shareholders, the company 

should take the following steps prior to winding up: 

1. Elect, under the provisions of s. 95A(1), to be assessed and pay a tax of 15% on 
its undistributed income on hand as at the end of its 1949 year. This action could 
be taken at any time after the end of the 1949 period. 

. Elect, under the provisions of s. 95A(2), to be assessed and pay a tax of 15% on 
an amount equivalent to the lesser of (a) dividends paid in the preceding fiscal 
periods, but subsequent to 1949, or (b) the amount of the undistributed income on 
hand on which the 15% tax has not been paid. The amount on which the tax 
should be paid under this section amounts to $10,000 as shown below. 

Unless the above steps were taken a dividend equivalent to the amount of undistributed 

income would be deemed to be a dividend in the hands of the shareholders on winding up 
and would be taxable at personal rates at that time. 


A CO. LTD. 
TAX-PAID UNDISTRIBUTED INCOME AS OF 1 JUNE 1952 
on the basis of a minimum tax payment 

Tax-paid 
Undis- Undis- 
tributed tributed 
Income Income 
Balance at end of 1949 period wes x $100,000 
1950 profit ... 35,000 


135,000 
IN 6 ce ir ck oe as 15,000 


120,000 
1951 profit ....... 10,000 


130,000 
1951 dividend 25,000 


105,000 
1952 profit ... 5,000 


110,000 
Tax payable on 1949 undistributed income of $100,000 


$85,000 15,000 


95,000 
Tax payable on balance of undistributed income of 10,000 
1,500 


Balance of undistributed income, distributable tax 
free on winding up $ 93,500 


EXAMINER’S COMMENTS 


Some candidates showed A, B, and C’s personal income, deductions, tax, etc. 





